JO NT FI SCAL COW TTEE

Legislative O fice Building, Roonms 210-211
Concord, NH

Friday, March 18, 2016

MEMBERS PRESENT:

Rep. Neal Kurk, Chair

Rep. Ken Wyl er

Rep. G ndy Rosenwal d

Rep. Dan Eat on

Rep. Richard Barry (Alternate)
Sen. Jeanie Forrester, Vice-Chair
Sen. President Chuck Morse

Sen. Jerry Little

Sen. Lou D All esandro

(The neeting convened at 10:04 a.m)

(1) Acceptance of Mnutes of the February 12, 2016 M nutes

CHAI RMAN KURK: Good norning, everyone. |'d like to open
the Fiscal Conmittee meeting of Friday, March 18'", 2016. Because
we were unable to conplete or get to several audits last tineg,

W t hout objection we are going to take those up very near the
begi nning so that these fol ks don't have to wait another three
hours and then go hone w thout having had a chance to present.
And we also will accept and put on record the audits that we're
going to hear later today in case it turns out that we |ose a
guorum so at | east we'll have the opportunity to hear those
audi ts.

The ot her announcenent is our next neeting will be
April 15'", Friday, April 15'" and this gives ne enough time to
make sure you get your tax returns in and don't use that as an
excuse with respect to attendance.

At this point, we'll turn to item nunber (1) on the agenda,
the acceptance of the minutes of February 12'", 2016. Is there a
not i on?



*x SEN. D ALLESANDRO Mbve.

CHAI RMAN KURK: Moved by Senator D All esandro, seconded by
Representati ve Weyl er. Discussion? Questions? Changes? There
bei ng none, you ready for the notion? Al those in favor,
pl ease indicate by saying aye? pposed? The ayes have it.

REP. WEYLER: Need to appoint himto substitute.

CHAI RMAN KURK: Thank you. The ayes have it and the notion
carries.

**% {MOT| ON ADOPTED}

CHAI RVAN KURK: Representative Barry is appointed as
a -- as the replacenent for Representative OQber who could not be
here today. And thank you for --

REP. BARRY: And he abstains fromthe --

REP. WEYLER M nutes.

REP. BARRY: | was not here.

CHAI RVAN KURK: That notion, yes.

(2) 4 d Business:

CHAI RVAN KURK:  Moving on to O d Business. W will take up
the two audits that were held over fromthe February 12'"
neeting, and the first audit is the 2015 Conprehensi ve Annual
Fi nanci al Report, State Liquor Conm ssion. Good norning, M.
Smith.

STEPHEN C. SMTH, MS, CPA, Director, Audit Division, Ofice
of Legislative Budget Assistant: Good norning M. Chairnan,
Menbers of the Conmttee. For the record, |I'm Stephen Smth, the
Director of Audits, for the Ofice of the Legislative Budget
Assi st ant .
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As the Chairman nentioned, the first audit is the 2015
Conpr ehensi ve Annual Financial Report for the Liquor Conm ssion.
I will remnd the Commttee that back at the Decenber neeting
you did accept or approve the distribution of this report
unavai |l abl e.

Joining ne at the table is Jean Mtchell, our Audit Mnager
on this engagenent. Also, Chairman Mllica fromthe Conm ssion
and Tina Denmers, the CFO. So with that, I will turn it over to

Jean to present the audit.

CHAI RVAN KURK: Thank you.

JEAN M M TCHELL, CPA, Senior Audit Manager, Audit
Division, Ofice of Legislative Budget Assistant: Good norning,
M. Chairman, Menbers of the Conmittee. M nanme is Jean
Mtchell. 1'mhere today to present the results of our Audit of
the financial statenents of the Liquor Comm ssion contained in
t hei r Conprehensi ve Annual Financial Report for the Fiscal Year
ended June 30, 2015.

The CAFR, including the financial statenents, is the
responsi bility of the Liquor Conm ssion's Managenent. Qur Audit
does not relieve Managenent of that responsibility. Qur
responsibility is to conduct an Audit in accordance with
Ceneral ly Accepted Governnent Auditing Standards to obtain
reasonabl e assurance about whether the financial statenents are
free frommterial msstatenent, whether caused by error or
fraud.

Qur Auditor's Report and opinion can be found on Pages 5
through 7 of the report. As noted in the opinion paragraph on
Page 6, we have issued an unnodified, also known as a clean or
unqual i fied opinion on the financial statenents.

For Fiscal Year 2015, the Liquor Conm ssion produced a ful
Conpr ehensi ve Annual Financial Report. This report contains an
introductory section, a financial section including Managenent's
Di scussi on and Anal ysis, financial statenments, notes, and
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required Supplenentary Information. 1t also contains a
statistical section.

The financial statenents and notes can be found on Pages 15
t hrough 32 foll owi ng the Managenent Di scussion and Analysis in
the financial section of the report.

The Auditor's opinion covers the financial statenents and
rel ated notes. The information, the introductory, and
statistical sections of the CAFR was not audited. The required
Suppl enentary I nformation, including the Managenent D scussion
and Anal ysis that begins on Page 8, as well as the Schedul es of
t he Liquor Conm ssion's Proportionate Share of Net Pension
Liability and Liquor Conm ssion Contributions on Page 33, were
subject to limted auditing procedures, largely for consistency
of the information in relation to the financial statenents and
notes. As a result, we express no opinion on the required
Suppl ementary Information of the report. However, no matters
came to our attention in our reading and consideration of the
information that caused us to believe the information was
inconsistent with the basic financial statenents.

The Li quor Conmm ssion's significant accounting policies are
as described on Note 1 in the financial statements as
generally -- and are generally consistent with the prior year.

The Commi ssion did inplement two new GASB St at ements No. 68
and 71 relative to the accounting and reporting for pensions.
These new standards significantly change how Governnents neasure
and report the long-termobligations and annual costs associ ated
with the pension benefits they provide.

These obligations have al ways existed. The new standards
require that governmental entities to report this information in
their financial statenents. |nplenentation of GASB Statenent No.
68 caused a restatenment of the July 1%, 2014, net position from
9.7 mllion to a $10.4 million deficit. W'Il also be issuing a
report on our consideration of the Liquor Comm ssion's internal
control over financial reporting conpliance in related matters
based on our audit of the financial statenents that was
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perforned in accordance with Governnment Auditing Standards. This
report will be included in the Managenent Letter that will be
presented to the Commttee at a future neeting.

Audi ting standards require that we make the foll ow ng
di scl osures to you:

The significant accounting policies used by the Liquor
Comm ssion are as described in Note 1. W are satisfied with the
gqualitative aspects of Managenent's accounting practices,
i ncl udi ng accounting policies, estimtes, and financi al
di scl osures, and no material uncertainties were noted.

We had no di sagreenents with Managenent about financial and
accounting matters that would have caused us to nodify our
Auditor's Report if not satisfactorily resolved. W had the ful
cooperation of the Commi ssion and its staff throughout the
Audit, and to our know edge Managenent did not consult with
ot her i ndependent accountants during Fiscal Year 2015 on matters
related to the Audit.

As a final and inportant item I'd like to note that we did
not propose any material adjustments to Liquor Conm ssion's
financial statenents as a result of our Audit.

I"d now like to call your attention to the letter that's
found in the back of the report. The letter's two pages and it
identifies three significant but immterial uncorrected
m sstatenents in the financial statements that were identified
by the Auditors and di scussed wi th Managenent.

As reported in item nunber one, the Conm ssion did not
accrue a liability or recogni ze an expense for an unpaid bal ance
related to a Fiscal Year 2015 invoice related to statew de
i ndirect costs.

The second itemrelates to the cal cul ation of the net
investnent in capital assets that resulted in an understatenent
to this account as reported on the statenent of net position, as
wel | as an equal understatenment of unrestricted net deficit.
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The third uncorrected m sstatenent was related to a | egal
settl ement paid on the Liquor Conm ssion's behalf by the State's
General Fund. This resulted in understatenment of non-operating
expense and due to the General Fund.

This concludes ny presentation. 1'd |ike to thank the
Li quor Conmmi ssion for their assistance during the audit, as well
as the State Conptroller's Ofice.

M. Chairman, with your permssion I'd nowlike to turn the
presentation over to the Comm ssion who will provide

Managenent's perspective of the report.

CHAI RVAN KURK: Good idea. Thank you.

M5. M TCHELL: Okay. Thank you.

CHAI RVAN KURK: Good nor ni ng.

JOSEPH MOLLI CA, Chairman, New Hanpshire Liquor Conm ssion:
Good norning, M. Chairman. Good norning, Menbers of the
Comm ttee. For the record, ny nane is Joseph Mol lica, Chairnan
of the New Hanpshire Liquor Conm ssion. Mst inportantly, 1'd
like to thank the LBA for their oversight with the conpliance
that Jean brought forth. 1'd like to thank ny staff for their
dedi cati on and professionalismto the Liquor Conm ssion. And |I'd
like to thank DAS for their assistance and conm tnent.

As with any successful business, it's a teameffort. And,
nost inportantly, I'd like to thank all the enployees in our 79
Li quor Commi ssion outlets who cone to work every day and serve
our custoners. They're the backbone of the organi zation. They're
the reason that this revenue cones forth to the State every
year, and I'd like to thank them Thank you very nuch.

CHAI RMAN KURK: That conpl etes your statenent?

MR MOLLICA: It does, sir.

CHAl RVAN KURK: Are there questions? Representative Wyler.
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REP. WEYLER: Thank you, M. Chairnman. Congratul ations,
Chai rman, on your Audit, and congratulations on finally putting
letters up on the liquor stores that can be seen from 800 feet
away so that we know where they are; but | do have one question

MR, MOLLI CA: Yes, sir.

REP. WEYLER Past statenents have usually shown a
consi derabl e anount of noney spent on advertising. | was |ooking
through this to see where the advertising dollars are. Are they
somewhere that | didn't find then?

CHRI STI NA DEMERS, Chief Financial Oficer, New Hanpshire
Li quor Conm ssion: They're included in our adm nistrative costs.
It's -- the budget for advertising is $2.5 million.

REP. WEYLER: kay. It used to be separate. So | wondered
if -- 1 know we're not advertising as nuch as we used to, but I
didn't think it went down to zero.

M5. DEMERS: No, the budget hasn't changed. W are spendi ng
t he same anmount we have for the past five years.

REP. WEYLER Thank you.

CHAl RVAN KURK: | have a coupl e very basic questions. Could
Li quor Conmi ssion explain why the $2.5 nmillion expenditure on
its behalf by the General Fund to settle a |awsuit is not
i ncluded as an expense to the Liquor Conmm ssion?

MR. MOLLICA: Certainly, M. Chairman. It was -- first and
forenost, the Liquor Comm ssion doesn't settle |lawsuits. The
Li quor Comm ssion was advised by the DQJ as to the settlenent of
the lawsuit, and we were -- we were given information at that
time that those funds woul d not be taken from our Liquor
Comm ssion funds, that they would be taken from anot her fund as
explained to us at the tinme the |awsuit was being settled.

CHAI RMAN KURK: So it's your -- it's your concept that every
time the Liquor Comm ssion gets into trouble, so to speak, and
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is sued and a settlenent is reached, that doesn't affect your
operating results; is that your position?

MR. MOLLICA: The position is, M. Chairman, that |'m
explaining to you what I was told at the tine.

CHAI RMAN KURK: So if the Legislature thinks that should be
an expense, it should be that you will have to pass sone sort of
a statute?

MR, MOLLICA: | would foll ow whatever rule the Legislature
felt was necessary, M. Chairnan

CHAI RVAN KURK: The sane -- thank you. The sane question
applies to the DAS expenditure. Wiy was that not included as
part of a reduction in your incone?

M5. DEMERS: W paid what we had budgeted for our indirect
costs, and at the end it was determned with consultation with
DAS not to book that liability, that it had no effect to the
bottomline to the General Fund.

CHAI RVAN KURK: But doesn't it have an effect on the bottom
line of the Liquor Comm ssion's operations and don't we want
your accounting statenents to fairly reflect the results of your
operation, including settlenents, indirect costs, and all of the
ot her expenses of running an enterprise?

MR. MOLLICA: And | think that we have done that, M.
Chai rman. W& were given an anount when the budget was set forth
that we put in place, and then that anmount was raised and the
di screpancy is what is not being booked.

CHAI RMAN KURK: | understand. 1'Il |leave ny position as it
was.

The next question is to, | guess, the auditors. GASB 68
required roughly an additional mllion dollars added to the
unfunded liability. Just to repeat for ny reassurance that has
no i npact except from an accounting point of view As a
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statenent it has no inpact on the operations, it has no inpact
on the obligation of the Liquor Comm ssion to set aside
addi ti onal nonies, et cetera.

MS5. MTCHELL: There was a $900, 000 expense relative to that
and that expense will occur every year. So it will have that
effect on it. There will be an expense of getting rid of the
liability over a period of time and retires over a period of
time.

CHAI RMAN KURK: Does this require the Liquor Comm ssion to
expend any additional dollars?

M5. MTCHELL: It will hit their net liquor profit every
year by being anortized over the -- over a set period of tine,
yes.

CHAI RVAN KURK: | had thought these newer GASB regul ati ons
only established what the liability was but did not require
funding it?

MR. SMTH: That's correct. That's correct, M. Chairmn
on a fund accounting basis or nodified accrual basis. Were
enterprise funds are on a full accrual GAAP basis, you do have
to reflect the change in liability or the expense. Froma
budget perspective, no, there's no requirenent to fund it; but
froma reporting standpoint you have to reflect that.

CHAI RMAN KURK: Thank you. Further questions?

SEN. FORRESTER: Senator Mbrse.

CHAI RVAN KURK: Senat or Mr se.

SEN. PRESI DENT MORSE: M. Chairman, |'d just |like to point
out that we did go through this with Senate Legal Counsel and
what was pointed out to us was, nunber one, the AG settles
lawsuits and there's certainly | anguage that alludes to what
authority they have to settle |awsuits. And, two, the
Departnents probably don't have the same opinion when settling
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awsuits. That's why the State does it through the AG This is
one particular case where you nay argue that it's kind of a

St at e busi ness, you know, on the side and it should be accounted
for separately, but I'msure when we are tal king about our own
Departnents we woul dn't argue that.

So | don't think anything was incorrect about what was
done. We certainly checked into it and, you know, | don't think
it was sonething that we put on Liquor as a problem If we want
to change it and in the future we want to account for it that
way that's our decision. Certainly, the AG nmakes the deci sion on
whet her they're going to settle it. I'"'mnot saying they do it on
their own, but the Departnent for this particular division they
don't have a choice on whether we settle it or not.

CHAI RMAN KURK: Thank you. Further questions?

SEN. LITTLE: M. Chair.

CHAI RMAN KURK: Senator Little.

SEN. LITTLE: Thank you very nuch. Good nor ni ng.

MR. MOLLI CA: Good norni ng.

SEN. LITTLE: Regarding this letter that we received
relative to three uncorrected m sstatenents that were discl osed
to you. It says in here that they were discussed with you and
t he Li quor Comm ssion chose not to accept and nake these
changes. Can you tell us what that internal conversation was
i ke and why you nmade the decision not to nmake these changes?

M5. DEMERS: The internal conversation was between the
auditors, nyself, and DAS, the State Conptroller, Gerard Muirphy.
And to stay in line with the State CAFR the determ nati on was
made not to nake the adjustnments to Liquor Conm ssion, to stay
inline with the State.

SEN. LITTLE: So to avoid maki ng changes to the CAFR we
mai ntai ned the msstatements identified by the LBA
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V5. DEMERS: Yes.

M5. MTCHELL: | believe, Senator, that also had to do with
timng issues relative to getting the CAFR out and issuing the
St at e CAFR because there was sonme issues trying to get it out in
atimely manner. So since they weren't material and they did not
affect the opinion to the financial statenents, they have maybe
made an executive decision, |'mnot sure, to try to get them out
timely so the information will be relevant to the peopl e that
need it.

CHAI RMAN KURK: The problem | have with this is that we now
have a statenent for an enterprise fund which is inaccurate. And
it may not be material in ternms of proportion of their total
activities, but it's still an inaccurate statenent. And when
we're evaluating the Liquor Comm ssion and |ooking at its
results over decades, we're getting a m sl eading picture of
this. So I'"'mvery concerned that the three itens that you
mentioned were for perhaps legitimate reasons not included in
the Liquor Comm ssion's results and presumably, unless other
action is taken, will not in future years. There could be
anot her settlenment of sone outstanding issue that could be nuch
| arger than the 2.5 mllion. And, again, the Liquor Comm ssion
woul d say consistent with past practices, we shouldn't reflect
t hat .

Furt her discussion? Do we need a notion on this, M. Kane?

M CHAEL KANE, Legislative Budget Assistant, Ofice of
Legi sl ati ve Budget Assistant: This one is all set. It's
accept ed.

REP. WEYLER: W made it al ready.

CHAI RMAN KURK: Thank you very nuch.

MR, MOLLI CA: Thank you

CHAI RVAN KURK: We now turn to the second Audit of the
Departnment of Environnmental Services, Water Division, their
JOINT FISCAL COMMITTEE
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annual financial report with respect to the State Revol vi ng
Fund. Again, good norning, M. Smth.

MR. SM TH. Thank you, M. Chairnman; again, for the record,
Steve Smith, Director of Audits for the LBA. Joining ne at the
table is Christine Young, who is the Audit Manager on this
Audit. And representing the Department is Conmm ssioner Burack
and Sue Carlson, the COO. So now, M. Chairman, |['Il turn it
over to Christine to present our Audit.

CHRI STI NE YOUNG, CPA, Senior Audit Mnager, Audit Division,
O fice of Legislative Budget Assistant: Good norning, M.
Chai rman, and Menbers of the Commttee. For the record, ny nane
is Christine Young. We're here to present the results of our
Audit of the financial statenents contained in the Annual Report
of the Departnment of Environnental Services' State Revol ving
Fund for the Fiscal Year ended June 30, 2015.

The report, including the financial statenents, is the
responsibility of the Departnent's Managenent. Qur Audit does
not relieve Managenent of that responsibility. As the
Departnent's i ndependent auditors, our responsibility is to
conduct an Audit in accordance with professional standards to
obtai n reasonabl e but not absol ute assurance that the financi al
statenents are free of material m sstatenents, whether caused by
error or fraud.

Qur Auditor's report and opinion can be found on Pages 4
through 6 of the report. As described in the opinion paragraph
on Page 5, we issued an unnodified opinion on the financia
statenents. An unnodified opinion, commonly referred to as a
cl ean opinion, in essence, reports that the financial statenents
are fairly stated in all material respects.

The Required Supplenentary Information or RSI in the report
consi sting of Managenent's Di scussion and Analysis starting on
Page 7 and the Schedul e of the State Revol vi ng Funds
Proportionate Share of the Net Pension Liability and
Contributions on Page 31 was subjected to limted audit
procedures. As a result, we express no opinion on any
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information in the RSI. However, no nmatters canme to our
attention in our reading and consideration of the information
that caused us to believe that the informati on was i nconsi stent
with the basic financial statenents.

The State Revol ving Fund's accounting practices and
significant accounting policies are described in Note 1 starting
on Page 16.

During the Fiscal Year, the State Revol ving Fund
i npl ement ed new accounti ng standards, GASB Statenments No. 68 and
71, relative to accounting for and reporting of pensions. As
mentioned in the prior presentation, these new standards
significantly change how Governments nmeasure and report the
| ong-term obligations and annual costs associated with the
pensi on benefits they provide. These obligations have al ways
exi sted, but the standards now require the governnmental entity
to report this information in their financial statements. The
i npl ementati on of GASB Statenent No. 68 resulted in a
restatement of the July 1%, 2014, net position from582 mllion
to 577.2 mllion.

Audi ting standards require that we nmake the follow ng
addi tional disclosures to you. W were satisfied with the
gual itative aspects of the State Revol ving Fund’'s accounting
practices as summarized in Note 1 of the report. W had no
di sagreenents with Managenent on financial accounting and
reporting matters that woul d have caused a nodification to our
Auditor's Report and opinion if they had not been satisfactorily
resol ved.

W received the cooperation of State Revol ving Fund
Managenent and staff throughout the audit. To our know edge,
St ate Revol ving Fund Managenent did not consult with other
i ndependent accountants on issues related to the Audit.

Included with the report is a separate two-page letter. The
letter identifies certain msstatenents in the financial
statenents that we identified and di scussed with Managenent.
There were four significant but immaterial unadjusted
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m sstatenents in the State Revol ving Fund financial statenents,
three of which involved prior year errors and woul d have
required adjustnments to the Fund' s begi nning net position at
July 1%', 2014. In item nunber three on the first page of the
letter was a m sclassification of |oans receivable.

On the second page of the letter, we note that Managenent
corrected a material msstatenent to their financial statenents.
This was a $16.6 million over statement of cash that was
adjusted to reflect the fact that the State Match for Federa
funds received for Fiscal Year 2014 and 2015 | oans was paid from
bond proceeds held in the State Revol ving Fund's cash account
and not fromother State contribution revenue as initially
reported.

At the top of the second page we also bring to your
attention a significant omssion in a note disclosure that was
identified and di scussed with Managenent. The State Revol ving
Fund di d not include discussion of a $50 mllion short-term
i nvestment note nade with the New Hanpshire State Treasury and
related party during Fiscal Year 2015.

Finally, in accordance with Governnent Auditing Standards,
we will issue a report on the State Revolving Fund's internal
control over financial reporting and on conpliance in other
matters as a byproduct of our Audit of the financial statenents.
That report will be included in a Managenent Letter and it wll
be presented to this Commttee at a future neeting.

That concludes ny presentation. |1'd like to thank
Conmi ssi oner Burack and his staff, as well as the State
Comptroller's Ofice, for their assistance during the Audit. And
with your permission, M. Chairman, 1'd like to turn the
presentation over to the Conmm ssioner so he could provide
Managenent's perspective on the report.

CHAl RMVAN KURK: That will be fine. Conm ssioner, good
nor ni ng.
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THOVAS BURACK, Conmi ssioner, Departnent of Environnental
Servi ces: Good norning, M. Chairman, Menbers of the Conmittee.
Thank you very nmuch for this opportunity to discuss the 2015
Annual Financial Report of the State Revol ving Fund. W wish to
thank the LBA auditors, including Christine Young, Drew Charles,
and Kim Bi sson for the tinme and effort they put into their
Audit, this report. We also wish to thank Gerard Murphy and Dana
Call of the Departnment of Adm nistrative Services for their
i nval uabl e assistance in the preparation of this Annual Report.
I think, nost inportantly, we were pleased the LBA issued a
clean opinion in their audit of the State Revol ving Fund which
we typically refer to as the SRF Fund, which is a conbination of
cl ean water and drinking water | oan prograns. These prograns
provide | owcost |l oans to communities for wastewater and
dri nki ng water systens.

The report in front of you shows the financial activity,
t he conmbi ned cl ean water and drinking water SRF Prograns for the
Fi scal Year ended June 30'" of 2015. | think it's inportant to
note that the SRF account becanme an enterprise fund for the
first time in Fiscal Year 2014. So the Fiscal Year 2015 is the
second year of this enterprise fund, and we believe this audit
denonstrates that we are off to a very good start in nmanagi ng
these funds as an enterprise fund.

As we noted in the Managenent Di scussion and Anal ysis
section of the report that begins on Page 7, the O ean Water SRF
Program has been in existence since 1989 and has issued 272
| oans totaling $808 nmillion to communities over the past 26
years.

The Drinking Water SRF was created in 1996 and has issued
232 loans totaling $259 mllion over the past 20 years. The
conmbi ned prograns are funded by a conbination of Federal grants,
State Mat chi ng Funds, and Loan Repaynent Funds.

If you take a | ook at the Statenent of Net Position on Page
11, the fund has a bal ance of $610 million at June 30, 2015.
Thi s bal ance is conprised of $370 million in | oans and
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$262 mllion in cash and receivables, offset by $21 mllion in
liabilities.

As M ss Young indicated, within the liabilities section the
State recogni zed for the first time in 2015 the liability of
future pension costs under GASB Statenent No. 68 and for the SRF
Fund this pension liability recognition totaled $4.4 nmillion.

The fund al so saw an increase in net position of
$33 million as shown in the Statenent of Revenues and Expenses
on Page 12. The $33 nmillion increase is primarily fromthe
i ncrease in Federal funds received during the Fiscal Year offset
by an operating loss of $6.6 mllion and an operating loss is
mai nly fromthe recognition of principal forgiveness on | oans.
Under both of these SRFs we are authorized by Federal Law to
give a certain anount of principal to the communities and that
hel ped to bring the overall cost of these projects down for
t hose communiti es.

The bal ance of the report consists of the notes to the
financial statenent. Those are on Pages 14 through 31, with the
conbi ned schedul e showi ng the breakdown of the Fund between the
Cl ean Water and Drinking Water Progranms on Page 32 through 33.
Agai n, very nmuch appreciate the opportunity to work with the LBA
on this Audit of this report. And Susan Carlson and | woul d be
happy to answer any questions you may have.

CHAI RMAN KURK: Thank you, Conm ssioner. Questions from
Comm ttee Menbers? | do have one. Wiy were the four uncorrected
m sstatenents not corrected?

MR. BURACK: Well, that's a very appropriate question. Do
you wi sh to speak to these?

SUSAN CARLSQON, Chief Qperating Oficer, Departnent of
Envi ronnmental Services: Yes. Actually, the 6.7 mllion was
corrected. If you | ook on the second page of the letter, you'l
see that the 6.7 was a correction. In discussions with the State
Comptroller's Ofice, the Auditors recommend that these
corrections be an adjustnent to the begi nning bal ance. The
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Comptroller's Ofice asked us to make them corrections as the
current year transaction. So we nade the $6.7 nillion correction
as that.

In terms of the $3 million that was -- it was a
di sagreenent between us and the LBA as to whether the |oan
shoul d be classified as current year |loan or a |long-terml oan.
We felt under the nmethodol ogy we were using it should be
considered a current year portion of the | oan rather than the
long-termportion. It does deal with collections. And of that 3
mllion, we have already collected a significant portion of that
3 mllion to date.

CHAI RMAN KURK: Thank you. Senator.

SEN. LITTLE: Thank you. So on that point about the
$3 million, you're saying it's the termthat you disagreed with
with the LBA, and is the -- is the -- is the nmunicipality that
borrowed the funds current or not?

M5. CARLSON. No. On this Statenent of Net Position on Page
11, loan receivables are broken into a long-termin a current
portion. The current portion is the portion of the |oan that we
expect to receive within the next 12 nonths.

SEN. LI TTLE: Hm hum

MS5. CARLSON: On 3 million of that, we identified those

| oans as we expect to receive those -- that noney within the
next twelve nonths. The LBA said it was -- thought we were a
little optimstic in our -- | say in our collection request on

that, and so they felt it should have been left in long-term So
that's what it was.

MR. BURACK: But, in fact -- in fact, to date, of that
$3 million, 1.5 mllion approximately has, in fact, come in the
door in this current Fiscal Year. And our current expectation is
that the remainder nost likely will cone in before the end of
the Fiscal Year. So it's really -- it's that kind of a
di sagreenent that we had over this.
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SEN. LITTLE: Thank you. One nore.

CHAI RVAN KURK: Sur e.

SEN. LITTLE: On the second page there's a reference to a
$50 mllion short-terminvestnent note with the New Hanpshire
State Treasury. Doesn't really indicate clearly whether -- did
you park revolving fund nonies with the Treasury? |s that what
happened t here?

M5. CARLSON: The Treasurer actually holds all our funds.
Annual Iy, the Treasurer |ooks at the bal ance that they need for
cash for disbursenents on a statew de basis. And what they do is
forecast -- they forecast their cash, noticing if they feel |ike
they' re going to be short on their cash and they will -- they
will issue anticipation notes on that. Because we had an excess
of cash in the SRF Fund, we chose to invest in the
State's -- essentially invest in the State's short-termnote for
| ess than 30 days. They paid us interest on our investnment and
we received our funds back.

SEN. LITTLE: Thank you for your faith in the State of New
Hanpshire.

CHAI RMAN KURK: Anot her question. And this, | think, is to
M ss Young. There are admnistrative accounts that go with this
fund. They charge, | think, 2%or 1% |'ve forgotten the
nunbers.

M5. YOUNG Yes.

CHAI RVAN KURK: Di d your Audit include those funds?

M5. YOUNG Yes, it did.

CHAI RMAN KURK: So that we will have information about those
from an i ndependent source in the future?

M5. YOUNG Yes, you will.
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CHAI RMVAN KURK: Thank you so much

M5. YOUNG You're wel cone.

CHAI RMAN KURK: Furt her discussion? Questions? Thank you.
Chair recogni zes Representative Wyler for two notions with
respect to the Audits that appear |ater on in our agenda.

** REP. WEYLER: Thank you, M. Chairman. For the State of New
Hanpshire Public Uilities Conm ssion Financial Report for the
ni ne nonths ended March 31°', 2015, | nove that we accept the
report, place on file, and release in the usual manner.

CHAl RMAN KURK: |s there a second?

SEN. FORRESTER: Second.

CHAI RMAN KURK: Seconded by Senator Forrester. Discussion?
You ready for the question? Al those in favor, please indicate
by sayi ng aye? Opposed? The ayes have it and the notion is
approved.

*** {MOTI ON ADOPTED}

CHAI RVAN KURK: Representative Wyler is recognized for
anot her noti on.

REP. WEYLER: Thank you, M. Chairman. For the State of New
Hanpshire Lottery Conmm ssion Managenent Letter for the Fisca
Year ended June 30, 2015, | nove that we accept the report,
pl ace on file, and rel ease in the usual manner.

SEN. FORRESTER: Second.

CHAI RMAN KURK: Seconded by Senator Forrester. Discussion or
guesti ons? There bei ng none, you ready for the question? Al
those in favor, please indicate by saying aye? Opposed? The
ayes have it and the notion is adopted.

*** [ MOTI ON ADOPTED}
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MR. KANE: M. Chairman, the SRF Fund was not accepted
either yet. Liquor was accepted and approved, put on file. W
need a simlar notion for SRF.

CHAI RMAN KURK: Thank you, M. Kane. Representative Wyl er
is recognized for a simlar notion with respect to the State
Revol ving Fund report.

** REP. WEYLER: Thank you, M. Chairman. For the State of New
Hanpshi re, Departnment of Environnmental Services, Water Divi sion,
Annual Financial Report, State Revol ving Fund, for the Fiscal
Year ended June 30'", 2015, | nove we accept the report, place on
file, and release in the usual manner.

CHAI RMVAN KURK: Seconded by Senat or Forrester. Di scussion?
There bei ng none, you ready for the question? Al those in
favor, please indicate by saying aye? Qpposed? The ayes have
it and the notion is adopted.

*** [ MOTI ON ADOPTED}

(3) RSA 14:30-a, VI Fiscal Commttee Approval Required for
Accept ance and Expenditure of Funds Over $100, 000 from
Any Non- St ate Source:

CHAI RVAN KURK: We turn now to item nunber (3) on the
agenda, the Consent Cal endar under RSA 14:30-a. |'maware of two
items that folks would like to have renoved, item 044 and item
052. 044 is fromthe Departnment of Transportation and 052 is
fromthe Departnent of Health and Human Services. Are there any
other itenms to be renoved from Consent Cal endar? There being
none, I will accept a notion to approve the itens in the Consent
Cal endar under item-- agenda item nunber (3) --

*x SEN. FORRESTER: So nove.

SEN. D ALLESANDRO Second.

CHAI RMVAN KURK: -- in the absence of those two. WMbved by

Senator Forrester, seconded by Senator D All esandro.
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Di scussion? There being none, are you ready for the question?
Al'l those in favor, please indicate by saying aye? Qpposed?
The ayes have it and those itens are approved.

*** {MOTI ON ADOPTED}

CHAI RVAN KURK:  We now turn to item Fiscal 16-044, a
request fromthe Departnent of Transportation for authorization
to accept and expend $3 million in Federal funds through
June 30'", 2016. Is there someone fromthe Departnent who night
answer questions?

MARI E MULLEN, Director of Finance, Departnent of
Transportati on: Good norning. Marie Mullen, Director of Finance
at New Hanpshire Departnent of Transportation.

PATRI CK HERLI HY, Director, Bureau of Aeronautics, Rail and
Transit, Departnent of Transportation: Good norning, M. Chair,
Menbers of the Committee. For the record nmy nane is Patrick
Herlihy. [|I'mthe Director of Aeronautics, Rail and Transit at
t he Department of Transportation.

CHAI RMAN KURK: Thank you. | appreciate you both being here.
| believe Representative Rosenwal d has a questi on.

REP. ROSENWALD: Thank you, M. Chairman. Good norning.

VR. HERLI HY: Good nor ni ng.

M5. MULLEN:  Good norni ng.

REP. ROSENWALD: | understand that the CMAQ funds and the
toll credits for purchasing these buses are the sane way that
proposed rail plan is to be funded; but ny question is why is it
that there would be a train stop at the Manchester Airport but
there can't be bus service from Nashua and Chel nsford up to the
Manchester Airport using the sanme fundi ng source?

MR. HERLI HY: Thank you for the question, Representative
Rosenwal d. When the service was originally designed and put into
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pl ace, the reasoning behind to not putting a stop at the Airport
was that the -- we felt that with a termnal data in North
Londonderry already fromExit 5 that that coul d acconmpdate sone
people that were going to the Airport. But we don't have enough
funding really in place to expand the service any farther than
it is. So that's why there hasn't been service from Nashua up to
t he Manchester Airport or from Manchester to the Manchester
Airport.

Al so, the Airport's been reluctant in wanting to have that
service done as well because of the parking revenue that they

rely on to service the Airport.

REP. ROSENWALD: Fol | ow up.

CHAI RVAN KURK: Fol | ow up.

REP. ROSENWALD: Thank you. So woul dn't they have the sane
reluctance if there were a rail stop? | nean, it seens --

MR. HERLI HY: They do not because --

REP. ROSENWALD: | don't understand it.

MR. HERLIHY: \What they told us is they're trying to get
international flights into Manchester Airport and the first
qguestion that those international airlines ask is do you have
rail service, because our custoners want to have rail service to
be able to get to the air -- fromthe Airport down to Boston

REP. ROSENWALD: |'Il stop. Thank you.

CHAI RMAN KURK: Furt her discussion or questions? Let's see
if we understand this straight. W want to protect our parking
revenue so we don't want any nore custoners. |Is that the idea?

MR, HERLIHY: That's -- that is not the idea. Like | said,
this is what the Airport has told us in the past, that they
were --
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CHAI RMAN KURK: | appreciate you're not making the argunent

t hen.

MR. HERLI HY: Yes.

CHAI RVAN KURK: How much would it cost and what would the
sources of funding be if we wanted to have bus service to the
Airport?

MR, HERLIHY: It would probably be done better by the | ocal
transit agency in the Manchester case anyway. They coul d pick
up, you know, take people from Manchester or people fromExit 5
in North Londonderry and transport themto the Airport. So I'm
not exactly sure what the cost of that would be at this tine,
but it would be sonething we would have to do -- do sone kind of
feasibility study.

CHAI RVAN KURK: Woul d that be -- would Federal funding be
avail able to subsidize that?

MR. HERLIHY: If it's done by Manchester Transit, we have
to ask themif they would have sufficient Federal funding to do
that with the match requirenent that there is. If we did it, we
woul d probably be able to -- again, that would all depend. |
woul d not be able to use sone of the noney | have avail able
because it's not in the urbanized area that we have, say, the
noney for the train which is in a different area.

SEN. FORRESTER: Senator Mbrse.

CHAI RMAN KURK: Thank you. Representative Eaton and then
Senat or Mor se.

REP. EATON: I'mat a | oss here. | appreciate Manchester
Airport needing the revenue from parking. We have bus service
going from Concord to feed Logan when Manchester Airport is
supposed to be an econom c engi ne of New Hanpshire.

MR, HERLI HY: Hm hum
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REP. EATON: What am | m ssing? Wy are we feeding Logan
and not feedi ng Manchester?

MR. HERLI HY: Again, it was pretty nmuch at the request of
the Airport.

CHAI RMVAN KURK: Furt her questi on.

REP. EATON: And the followup is if there's need and
demand, why are you listening to what the Airport wants for
their own personal private purposes versus what benefits the
peopl e of the State of New Hanpshire and the econom c engi ne of
New Hanpshire, not just a parking facility?

MR. HERLI HY: Again, | would have to do sone kind of
anal ysis and study to see what the ridership figures for that
woul d be. W did inplenment -- we did help inplenent a service
going from Concord to the Manchester Airport through the
Manchester Transit Authority and that was not very successful.

CHAI RMAN KURK: Senat or Mor se.

SEN. PRESI DENT MORSE: Representative Eaton hit the nail on
the head; but to be honest with you, it needs -- the discussion
will be outside of here --

REP. EATON: Yep.

SEN. PRESI DENT MORSE: -- on this issue. But we built this
system because of 1-93 being built. The system should be
reversed in the future to benefit us in New Hanpshire.

REP. EATON: Exactly.

SEN. PRESIDENT MORSE: |If you want to truck the
Massachusetts peopl e back here that's where we shoul d be
heading. This -- | know we are just answering questions but this
IS wrong.

REP. EATON: Yeah.
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MR. HERLIHY: | would be happy to explore this further with
the Airport and if we have the funding avail able, |ook at how we
could do this in the future.

CHAI RMAN KURK: Representative Rosenwal d.

REP. ROSENWALD: Thank you. Different |ine of question. So
t hese buses, these new repl acenent buses cost $600, 000 api ece?

MR. HERLI HY: Yes.

REP. ROSENWALD: What are we doing with the buses that are
bei ng taken out of service? Are we selling them and recouping
some of our investnent?

MR. HERLI HY: Yes. They woul d be surplused through the Wite
Farm and put up for auction.

REP. ROSENWALD: About how nuch?

CHAl RMAN KURK: So the $3 nmillion is the net. A $750, 000
bus m nus $150, 000 sal e of the new bus nets out at 600, 000?

MR. HERLI HY: No, the 600, 000 would be the cost of the bus.

CHAI RVAN KURK: So where does the sale -- the proceeds from
the sale of the replacenent, the ol der buses go?

M5. MULLEN: I'mnot sure of that. |I'd have to check where
this is.

MR. HERLIHY: It goes through Purchase and Property for
di sposi tion.

M5. MULLEN: W have to check whether they were purchased
with Federal funds. W have to identify if those funds woul d
need to go back to the Feds or if they would be put into an
unrestricted fund or back into the Departnent.
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CHAI RMAN KURK: Representative Eaton

REP. EATON: It goes back through Adm nistrative Services
from Purchase and Property and there's conti ngency from what
Federal funds were allocated and whet her any noney goes back to
an agency. Most of it goes to the General Fund and M. Mirphy
was in the back. | don't know if he still is.

REP. ROSENWALD: | don't see him

REP. EATON. He can el aborate on that if you want or he can
do it offline.

REP. ROSENWALD: Offline is fine. Thank you.

CHAI RMAN KURK: Thank you very nuch. Is there a notion on
this itenf

*x SEN. D ALLESANDRO Mve the item

CHAl RVAN KURK: Senator D Al l esandro noves 044.

SEN. FORRESTER: Second.

CHAI RVAN KURK: Seconded by Senat or Forrester. Further
di scussi on? There being none, you ready for the question? Al
those in favor, please indicate by saying aye? Opposed? The
itemis approved.

**% £ VOTI ON ADOPTED}

CHAI RMAN KURK: W turn now to Fiscal 16-052, request from
t he Departnment of Health and Human Services for authorization to
anmend Fi scal 15-034 approved in 2015 by extending the date and
to reallocate $196, 191 in Federal Funds between expenditure
cl asses. Is there soneone fromthe Departnment? Already
appeared. Good norni ng, Conmm ssi oner.

JEFFREY MEYERS, Commi ssioner, Departnent of Health and
Human Servi ces: Good norning, M. Chairman. Thank you
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CHAI RMAN KURK: M ss Rockburn, good nor ni ng.

SHERI ROCKBURN, CPA, Chief Financial Oficer, Departnent of
Heal th and Human Servi ces: Good norni ng.

CHAI RMAN KURK: Chair recogni zes Representative Barry for a
guesti on.

REP. BARRY: Yes. Thank you. Thank you, M. Chairman. And
t hank you, Conm ssioner, for your attention. | notice that you
have a reduction in benefits on Page 2 of $196, 000, but no
reduction in the personal services class.

MR. MEYERS: Right.

REP. BARRY: | thought benefits would be tied directly to
personal services so there should be a direct correl ation.

MR. MEYERS: We'll respond to that.

M5. ROCKBURN: Good norning. For the record, Sheri
Rockburn, Chief Financial Oficer for the Departnent. This grant
was originally awarded to us back in 2012 and there were four
positions that were related to this grant. They all had
staggered inplenentation periods. And as a result, there were
savings both in salary and benefits. Salary excess was
transferred previously back in State Fiscal 15 out of the salary
account to fund sone changes back then and Fi scal had approved
that previously. W did not identify the surplus in the benefits
at the sane tine that the salary noney was freed up. So this
Fiscal is a true up of the benefit side as well.

CHAI RMAN KURK: Thank you. Further questions? There being
none. Is there a notion?

** SEN. D ALLESANDRO Mbve approval .

CHAI RVAN KURK: Senator D All esandro noves approved.

REP. BARRY: Second.
JOINT FISCAL COMMITTEE

March 18, 2016



28

CHAI RVAN KURK: Seconded by Representative Barry. D scussion
or questions? There being none, you ready for the question?
Al those in favor, please indicate by saying aye? Qpposed?
The ayes have it and the itemis approved.

*** {MOTI ON ADOPTED}

(4) RSA 124:15 Positions Authorized:

CHAI RVAN KURK: We turn now to item nunber four -- excuse
me -- agenda item nunber four, Positions Restricted. They're
aut hori zed under RSA 124:15, Fiscal 16-036, fromthe Depart nent
of Corrections, request for authorization to establish one
part-tinme tenporary victinmw tness specialist position through
June 30'", 2016. Is there a notion?

*x SEN. FORRESTER:  So nove.

CHAI RMAN KURK: Moved by Senator Forrester, seconded by
Representati ve Eaton. Questions or discussion? There being none,
you ready for the question? Al those in favor, please indicate
by sayi ng aye? Opposed? The ayes have it and the itemis
approved.

*** [ MOTI ON ADOPTED}

(5 RSA 14:30-a, VI Fiscal Commttee Approval Required
For Acceptance and Expenditure of Funds Over
$100, 000 from any Non-State Source, and RSA 124: 15,
Posi ti ons Authori zed:

CHAI RVAN KURK: W turn now to item nunber 5 on the agenda,
which is on the Consent Cal endar, and | have requests to renove
Fi scal 16-043, Departnent of Safety, and
Fiscal -- sorry -- 16-053, a request fromthe Departnent of Fish
and Ganme, and Fiscal 055, a request fromthe Ofice of
Prof essi onal Licensure and Certification. Are there any other
itenms to be renoved fromthe Consent Cal endar under item nunber
five? There being none, | would accept a notion to approve.
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*x REP. EATON. Mbve.

CHAI RMAN KURK: All of the itens but for those two under
item nunmber five.

*x REP. EATON. Mbve.

SEN. D ALLESANDRO Move the Cal endar.

CHAI RMVAN KURK: Moved by Representative Eaton, seconded by
Senator D All esandro. Discussion, questions? There being none,
you ready for the question? Al those in favor, please indicate
by sayi ng aye? Opposed? The ayes have it and those itens are
approved.

*** {MOTI ON ADOPTED}

CHAI RVAN KURK: W turn now to item nunber 16-053, a request
fromthe New Hanpshire Fish and Gane Departnent for
aut hori zation to accept and expend $170, 170 in Federal funds
t hrough June 30'", 2017, and subject to the approval of that to
establish a Cass 046 consultant position through June 30'"
2016. Is there soneone fromthe Departnent of Fish and Gane who
can respond to questions? Good norning and wel cone.

LAURA RYDER, Supervisor VI, Public Information and
Conservati on Education, Departnent of Fish and Gane: Good
norni ng, Representative Kurk, Menbers of the Conmttee. For the
record ny nane is Laura Ryder, and | am a Supervisor in our
Public Affairs Division for our education prograns.

CHAI RMAN KURK: Thank you. Chair recogni zes Representative
Rosenwal d for a questi on.

REP. ROSENWALD: Thank you, M. Chairman. Good norni ng.

M5. RYDER: Good norni ng.

REP. ROSENWALD: It's ny understanding that the Departnent
al ready has web based permtting or |icensing and educati on
JOINT FISCAL COMMITTEE

March 18, 2016



30

courses. So it's just the anmount of noney to hire a vendor to
expand your current capability seens high, and | just wonder if
you could explain why it's so high?

M5. RYDER: Yes, | can understand the question. Basically,
the current vendor that we work with, Kal koney, has a product
and a software solution that is very strictly and narrow y based
for hunter education prograns only. So the only on-line
regi stration we have been able to offer since we began are for
the very specific mandated courses for hunter ed. W have a w de
vari ety of other prograns that the public can take advantage of
and that includes workshops that we do out on OM Brook Hunter
Education Center, all our angling education courses that go on.
In addition, we also have registration that we would | ove to be
able to set up for the wide variety of instructor training and
vol unteer training that we do. We utilize volunteers a great
deal at the Departnent, and their efforts provide in-kind match
to bring in dollars for projects such as this one.

Hum -- so we spoke with our current vendor in regards to
being able to provide a nore conpl ex and robust system and they
said they could not provide that. And there was one snall
portion of it that they said they could do, and we | ooked at
that and the price for what we were getting woul d have been what
we considered to be exorbitant. So we started to | ook el sewhere,
and we also at this tine brought IT in to help us understand
what we were asking for and, in fact, did this thing exist out
t here.

There were sone other things that cane into play that sort
of spoke to the need of having this nore expanded system and if
need be | can explain that. But, basically, IT told us that
first we should try to do an RFlI, which was to | ook out and see
who's out there, which we did and we included our existing
vendor in that RFI. What we got back were several different
vendors, none of which could really provide what we were | ooking
for. So we continued to | ook and we decided we were going to try
to continue to go back out. But as IT sat with us and spoke in
great detail about what we wanted and gave us their expert
opinion on this, they felt that given the situation and we were
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asking for full integration with our licensing database, that we
should go with our existing vendor, our |icensing vendor, which
is a different conpany. And the reason for that had to do with

I T issues for privacy, security, et cetera. They felt at the
time our existing licensing vendor is by far the best option and
the one they woul d prefer.

REP. ROSENWALD: Just fol | ow up

CHAI RVAN KURK: Fol | ow up.

REP. ROSENWALD: So in addition to the $171, 000 consul ting
fee, what are going to be the ongoing licensing costs to use
what ever they build for you?

MS. RYDER: Well, that $170,000 fee is through the end of
this biennium So the actual devel opnent costs that we woul d
have for this systemis $97,500. The support and mai ntenance
t hat woul d occur once you have the devel opnent done is the
additional -- is the rest of that anount.

So let ne just see if | can give you the specifics.
Oiginally, and when these nunbers were done we were | ooking for
the $97,500 in devel opnent costs, plus what the conpany had
guot ed us was an annual support and nai ntenance fee of 50,000
or, sorry, $58,000 a year. Hum-- while we were going through
the process of putting together this request, we were
negotiating with themstrongly in regards to a contract and told
themthat that was too high, and we were going to wal k away
because we sinply felt that this was not within industry
standards. But in the interest of tine, we were feeling that
that was probably the only thing we could put forward at this
time to be able to get the funding with the timng that we're up
against to try to get a new systemin place. Since then, they
have conme back to us and the actual fee that they have knocked
back to is $37,200 a year. So it has been reduced as far as the
cost for support and mai nt enance.

REP. ROSENWALD: Thank you.
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CHAI RMAN KURK: Senator D Al |l esandro.

SEN. D ALLESANDRO Thank you, M. Chairman. So they're
going to design sonething for us. They're going to nmaintain it.
Now, is this an application that woul d be available to others or
is this specifically designed for New Hanpshire Fish and Gane?

M5. RYDER: Well, we're designing it for our needs; but it's
nmy understanding in talking a great deal with this vendor is
they have -- they're quite capable, they really do things from
scratch. So they're witing code. They didn't buy into an
existing platformand then try to nodify it. So what they're
trying to do is literally | ook at our needs and say, okay, you
know, we can design this for you. W can wite the code. And
they will sit with you and they will go over exactly what you
want and design that. So I would say, yes, and nost |ikely other
agencies, et cetera, mght be able to take advantage of this
conmpany. Having said that, their strongest base at this point is
to design licensing databases specifically for fish and wildlife
agenci es.

SEN. D ALLESANDRO Further question.

CHAI RMAN KURK: Furt her questi on.

SEN. D ALLESANDRO |f, indeed, they designed a programthat

had an application in another venue, we would -- we should be
able to receive a benefit fromthat in the second and third
sal e, because it was designed for us. Do we -- are we going to

own the code?

M5. RYDER. No. W will own the data, but we will not own
t he code.

CHAI RMAN KURK: You m ght consider discussing with them
Senator D Allesandro's idea. W get a percentage of all sales
you nmeke based on this. Seriously. And it cones in the form of
reduction in our annual maintenance.

M5. RYDER Okay.
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CHAI RMVAN KURK: No cash out of their pockets, but a savings
to the Fish and Ganme Departnent which as | understand it is
| ooking --

M5. RYDER: Is a very big deal.

CHAI RMAN KURK: -- under the cushions for savings.

M5. RYDER: Yes.

REP. BARRY: | have a rel ated question.

CHAI RMVAN KURK: Representative Barry.

REP. BARRY: Thank you, M. Chair. Thanks for comng. A
guestion on you said you did some serious negotiations with them
and reduced the naintenance contract to 37 sonmething. On Page 1
you have a contracted program services at 144. Does that go down
to 37?2

M5. RYDER: It would go down to 37 and a half, 37,200 tines
two. Whatever that figure is would be the actual total support
and mai nt enance because it goes through and the next of the
bi enni um so.

REP. BARRY: So about half of 1447?

M5. RYDER: Yes.

REP. BARRY: Thank you.

CHAI RMAN KURK: |Is there -- is there a timng problemwth
this so that if it were to be tabled for approval at the next

nmeeting that would create problens for you or delay things in a
way that would be a problenf

M5. RYDER Yes. And the reason for that is with our hunter
educati on cl asses which are ongoi ng year round, we have people
currently in the systemtaking classes. W originally were
shooting for Decenber, January for this to end. But with all of
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the different questions and all of the different balls in the
air things just take tinme. So we | ooked for another w ndow and
we could effectively transition out of one vendor and to anot her
wi t hout having the potential of losing data with people who are
currently taking classes and getting registered. It's very hard
thing to track.

So July was the next window for us to actually be able to
 aunch this new vendor. And in our conversations with the

exi sting vendor, they're wlling to work with us in order to
help this transition to happen. So if we don't do it by next
July, then we are del ayed -- probably delayed at least till next

January. So it isn't an inpossible thing to work with but it may
be.

CHAI RMVAN KURK: One ot her question. Are you going to cover
your costs through fees that students pay or are these free
courses?

M5. RYDER For our mandatory classroom courses, they are
free. Wth the exception of in the IFS there's instructors can
charge up to $5. That does not conme to the agency. That's just
to cover their costs for facility.

CHAI RVAN KURK: But there's no registration fee that you
charge students which would offset the 30,000 -- $37,000 fee.

M5. RYDER: No.

CHAI RMAN KURK: Representative Eaton. Sorry. Senator Little
and then Representative Eaton.

SEN. LITTLE: Chairman Kurk's question m ght have sort of
answered mne which was if the new systemw || generate cost
savings for you or are you responding to a society that expects
to be able to do everything fromtheir Smart phones?

M5. RYDER Coul d you repeat the question again, please?
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SEN. LITTLE: WII this save you any noney having this
on-line registration offsetting other expenses or are you sinply
responding to a society that expects to be able to do everything
on-line these days?

M5. RYDER: It's a yes to both. Yes, we are responding.
W' ve done sone human di nensi on research using Plynouth State
Uni versity and we have had the people that were surveyed asking
for and wanting access through their Smart phones.

On the other hand, this particular integrated systemisn't
sinply just to offer prograns to the public and nake it easy
access, although that's a benefit. It's also to inplenent a new
approach for recruitnent and retention prograns for the agency.
There's an entirely new nodel out there devel oped by the
Wl dlife Managenent Institute that requires our ability to dig
into our licensing database and query themvery -- in a very
conpl ex way so that we can identify target audi ences and reach
out to themto ask themthe specific kinds of training and
support they would Iike fromus and then to provide it. That is
a nore advanced nethod of recruitment, retention, and ultimately
shoul d have a positive inpact on our licensing sales, both from
the hunting education, as well as aquatic angler education side.

SEN. LITTLE: Thank you

CHAI RMAN KURK: Representative Eaton

REP. EATON. If you already answered this, | apol ogize, but
kind of a dual question. You're getting the program but I
believe you stated that the vendor woul d do the mai ntenance.
What is the annual cost for mai ntenance and has that been run by
Denis at IT and has he put a stanp of approval on it?

M5. RYDER What | know about |IT to answer that question is
that it is currently going before the directors as we speak. It
was put into the system If he's one of the directors, he'll be
vetting that very soon. As far as the actual support and
mai nt enance fee on an annual basis with no other things
i nvol ved, the fee would be $37,200 a year.
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CHAI RMVAN KURK: Fol | ow up.

REP. EATON: |Is the systemgoing to be used to kill bobcats.
M5. RYDER: No, sir, it is not.

CHAI RMAN KURK: It's going to be supported financially by
all of the revenue they're going to get from bobcats.

One other point. 1'msure you're going to put in the
security feature so that the database is not hacked or nmuch nore
difficult to be hacked and the various individuals who have
given licensing information will have their privacy protected.

I would al so ask that you consider putting in whatever backup
nmeasures are required so that Ransomware and ransom denands,
whi ch seens to be increasingly popul ar these days, will not
cause you to have to pay exorbitant suns to have access to your
system Representative Eaton.

REP. EATON: M. Chairman, since they're looking for July 1
and what's the date of the May neeting -- April neeting rather?

CHAI RVAN KURK: April 15'"

REP. EATON: April 15 would still allow for July since
Representative Obher is --

CHAI RVAN KURK: Let's ask. If this were delayed to
April 15'", does that elimnate the possibility of your meeting
the July deadline?

M5. RYDER: There are two Governor and Council neetings in
April; is that correct?

CHAI RMAN KURK: | don't know.

M5. RYDER: And this you're tal king about is the first Apri
Governor and Council neeting?

JOINT FISCAL COMMITTEE

March 18, 2016



37

CHAI RVMAN KURK: No, we would act on this on April 15'"
There's a nmenber of the Conmittee who's not here today who is
know edgeabl e in this area and Representative Eaton wants to
make sure that her input is obtained. So the question if this
were tabled until our April neeting, would that nmean that you
cannot neet your July objective or could you still do it?

M5. RYDER It's difficult for me to answer the question.
I"'minclined to say that yes, it would; but | also, you know,
know that there's all kinds of things in play and we may not be
able to get to it until after that anyway. | nean, so --

REP. EATON: M. Chair, that's ny other point. She said
it's before the IT Council and has not really nmet their
standard, and | really think it should have a seal of approval

fromthe Director of IT before we nake an approval. It's sort of
putting the cart before the horse. So when it's appropriate and
di scussion is over, |I'd like to nove notion to table.

CHAI RVAN KURK: Further discussion? You're recognized for a
not i on.

** REP. EATON: Mbove to table.

REP. ROSENWALD: Second.

CHAI RVAN KURK: Seconded by Representative Rosenwald. |f
you're in favor of the notion to table, we'll indicate now by
sayi ng aye. Qpposed? The ayes have it and the itemis tabled.
Thank you

M5. RYDER: Thank you
*** L MOTI ON TO TABLE ADOPTED}

CHAI RMVAN KURK: Your conments were very hel pful and very
direct. | appreciate that.

M5. RYDER: Thank you
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CHAl RVAN KURK: We turn now to Fiscal 16-055, a request from
the O fice of Professional Licensure and Certification for a
vari ety of authorizations and for the approval of a full-tine
tenporary Administrator | position and the establishnent of a
full-tinme tenporary Administrative Assistant | position, both
t hrough June 30'", 2017. |s there sonmebody fromthat Board who
can answer questions? Yes, | see we have fol ks here.

M CHELLE RI CCO JONAS, Program Manager, Ofice of
Prof essional Licensure and Certification: How are you?

CHAI RMAN KURK: Good norning. Chair recognizes -- excuse
me. Could you identify yoursel ves, please?

KATHY CARR, Director of Adm nistration, Departnent of
Justice: Kathy Carr, Director of Adm nistration for the
Department of Justice.

M5. RI CCO JONAS: Good nmorning. Mchelle Ricco Jonas, the
Program Manager for the Prescription Drug Mnitoring Program

CHAI RMAN KURK: Good to see you

M5. CARR  Thank you.

CHAI RMAN KURK: Representative Rosenwal d has a questi on.

REP. ROSENWALD: Thank you. So | understand this noney is to
make this system nore robust. And, really, | just want to make
sure that since we're going to be requiring pharmacies to upl oad
data daily, instead of weekly, and we are going to

require -- start requiring query of the database prior to
prescribing schedul e opi oi ds by September 1%, | think, | just
want to make sure that we are still on track to be ready for

those fund finalities.
M5. CARR: Thank you.
M5. RICCO JONAS: Thank you for the question. We are in the

process of working with Dol T on the anendnent as we speak. It's
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been put forward to Health Information Designs, which is the
vendor that we currently contract with. So we are in negotiation
wi th the anmendnent right now so that those enhancenents can go
forward in order to neet the legislative requirenents that are
currently in law, as well as the other enhancenents we
identified.

The two handouts | provided to you shows the breakdown of
funds at the Federal budget that we receive fromthe Bureau of
Justice Adm nistration. And then the second page you've probably
seen nore than a nunber of tinmes but wanted to just show you as
a remnder the list of the enhancenents that we are working with
with the vendor to do and which includes the interstate
operability which was passed in Senate Bill 31, and then
the -- as you just nentioned, Representative Rosenwal d, going
fromweekly reporting to daily reporting. And then the other
techni cal upgrades that actually canme fromthe end users
t hensel ves which will help, hopefully, inprove their utilization
of the system

CHAI RVAN KURK: Fol | ow up.

REP. ROSENWALD: So is that yes?

M5. RICCO JONAS: That's a yes.

REP. ROSENWALD: Thank you.

CHAI RMAN KURK: | wonder if you could tell us what data you
have about individuals who are in the progran? That is to say,
t he peopl e who have had their prescriptions fill ed;
specifically, nane.

M5. RICCO JONAS: As far as? OCh, you nean the data that's
bei ng upl oaded, the type of data that's being upl oaded?

CHAl RVAN KURK: There's a statenent in your subm ssion on
Page 3 that tal ks about a sub grant fromthe Departnent of
Justice to maintain the programwth a vendor which will conbat
prescription drug use and m suse by following -- allow ng
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practitioners to review controlled nedication data col |l ected by
i censed dispensers in a secure web-based program

MS. RICCO JONAS: Yeah.

CHAI RVAN KURK: As an individual who m ght get a
prescription froma pharnmacy in New Hanpshire as opposed to
avoi ding the issue by getting one over the web, what information
about me as a purchaser of a prescription --

MB5. RI CCO JONAS: Hm hum

CHAI RMVAN KURK: -- will be in the database that you plan to
secure?

M5. RI CCO JONAS: So your -- your first nanme, |ast nane,
mddle initial if there's one provided, your date of birth, your
address, your prescriber's nanme, their |ocation, the
prescription, the anmount, the dose. |I'm going conpletely off of
menory here.

CHAI RVAN KURK: No, |I'monly tal king about information that
identifies the individual.

M5. RICCO JONAS: It's basically your nane, your date of
birth and your address.

CHAI RMVAN KURK: And you do not have Social Security nunbers?

M5. RI CCO JONAS: No.

CHAI RVAN KURK: Woul d you meke sure that you have backup
data or have backup -- that all of the data is backed up in a
way that you can't be held for ransonf

M5. RICCO JONAS: | believe -- we work with, obviously, the
Dol T and they as part of any of the contracting that we do, we
refer to themto ensure that our vendor is follow ng any of the
requirements that the State requires.
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CHAI RMAN KURK: Just ask about Ransom

M5. RICCO JONAS: That was the Ransonf

CHAI RMAN KURK: Ransommare is very popul ar these days.

M5. RICCO JONAS: W can nmake sure that we can include that.

CHAI RMAN KURK: Thank you. Yes, it could be very expensive
for you to ransomthis. Representative Wyler.

REP. WEYLER: Thank you, M. Chairman. So if the sane person
has five different prescriptions filled in five different
pl aces, does this point out that that has occurred?

M5. RICCO JONAS: Yes, this is what populates into the
dat abase.

REP. WEYLER Thank you.

CHAI RVAN KURK: But this doesn't include prescriptions which
peopl e get over the Internet. It's only prescriptions filled by
fol ks at New Hanpshire pharmaci es?

M5. RICCO JONAS: If -- any dispenser that is licensed in
the State of New Hanpshire. So if it's an out-of-state pharnmacy
that has a New Hanpshire license and they are dispensing to
people in the State of New Hanpshire, they're required to be
registered with the State of New Hanpshire and report that
information into our database.

CHAI RMAN KURK: So if | buy ny prescriptions fromlndia or
Brazil ?

M5. RI CCO JONAS: Then no.

CHAI RVAN KURK: Ckay.
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M5. RICCO JONAS: If they don't hold a New Hanpshire
di spensing license in the State of New Hanpshire, we do not
col |l ect that data.

CHAI RMAN KURK: It's nice to know there's still a way to
avoi d Big Brother's database.

*x REP. ROSENWALD: Shall | nove approval ?

CHAI RMVAN KURK: Yes, you may. Thank you very nuch.
Represent ati ve Rosenwal d noves approval of this item seconded
by Senator Forrester. Further discussion or questions? Are you
are ready for the question? Al those in favor, please indicate
by sayi ng aye? Opposed? The ayes have it and the itemis
approved.

M5. RI CCO JONAS: Thank you very much.

CHAI RVAN KURK: Thank you.

*** {MOTI ON ADOPTED}

(6) RSA 490-F:7, 111, Crcuit Court Judges; Nunber

CHAl RVAN KURK: W now turn to item (6) on the agenda. This
is Fiscal 16-056, a request fromthe Adm nistrative Ofice of
the Courts for authorization to convert an existing vacant
full-tinme marital master position to a full-tinme judicial
vacancy in the Crcuit Court. Are there questions? There are.
have one. If there's soneone fromthe Courts who could join us,
I'd appreciate it. Good norning.

DONALD GOODNOW Director, Administrative Ofice of the
Courts, Judicial Branch: Good norning, M. Chairman.

CHAI RVAN KURK: Woul d you identify yourself, please, for the
record?

VMR. GOODNOWN My nane is Don Goodnow. |'m Director of the
Adm nistrative Ofice of the Courts. Judge Kelly is here and
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Donna Raynond; Judge Kelly being the Adm nistrative Judge of the
Circuit Court, Donna Raynond has just distributed a docunent.
She is the Fiscal Manager at the Admnistrative Ofice of the
Courts.

CHAI RMAN KURK: Thank you. The question | have has to do
with the statute which you cite on Page 1 of your subm ssion
The position shall be converted to a full-tinme judicial position
provided (A) that the Fiscal Conmittee approves, and further
provided, (B), that sufficient funds have been appropriated for
the salary and benefits of the full-tinme judicial position.

| thought that nmeant that you woul d have to have
appropriated in the Judicial salary line a full amunt for al
of the judges you currently have there, plus the new one, and |
wonder if that is the case or if you interpret this sonewhat
differently?

MR. GOODNOW It is not the case, M. Chairman, and | do
read the statute sonmewhat differently. To have foll owed that
read of the statute, we would have had to go to the Legislature
for the current biennial budget with a request to fund
existing -- then existing marital master positions, and with a
request to fund a full-time judicial position which didn't exist
and was sonet hing of a phantomposition. It didn't exist
because the Fiscal Commttee had not yet converted a vacant
marital master position into a judicial position. W had no way
of knowi ng that we'd be in the circunstance we are in now. So we
did not request funding for what I'mreferring to as a phantom
judicial position. And I -- | would hazard a guess that such a
request woul d not have survived the scrutiny of Division | or of
House Fi nance because it woul d have been based on nmultiple
conti ngenci es.

CHAI RVAN KURK: So - -

MR. GOODNOW Specul ati on even. Excuse ne.
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CHAI RVAN KURK: So your understanding is that as |ong as
t here's enough noney in your budget, regardless of the line,
that you can use that noney for these conversions?

MR. GOODNOW That's ny read. In fact, the funds we woul d
use don't cone fromjust anywhere in the budget. If you | ook at
the legislative intent, | think, of the two statutes referred
to, really, we're not tal king about judges as a separate group
of people and nmasters as a separate group of people. It seens to
me the Legislature intended that we be thinking nore in terns of
hearing officers. Sonme are judges and sone are nasters. So there
are funds appropriated for marital masters which are now vacant.
W can't fill those positions with marital nasters because of
the statute. So we turn to you for authority to convert those
positions or one of those positions into a judicial vacancy,
there being funds available for that. | acknow edge, as you say,
those funds were appropriated for marital nmasters. But as | said
earlier, we did not request funds for a phantom judi ci al
vacancy.

CHAI RMAN KURK: So there's a difference in salary and
benefits between the two positions?

MR. GOODNOW Yes, there is.

CHAI RVAN KURK: Appr oxi mately how nmuch?

DONNA RAYMOND, Fi scal Manager, Administrative Ofice of the
Courts, Judicial Branch: On an annualized basis it is
approxi mately 121,000, dependi ng upon the benefit package the
i ndi vi dual would actually select. That's in the upper |eft-hand
corner of the spreadsheet where you see annual cost.

CHAI RVAN KURK: GCot it.

M5. RAYMOND: For this Fiscal Year, because we are near the
end of the Fiscal Year, | anticipate estinmating around $28, 000
on a pro-rated basis.
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CHAI RMAN KURK: So when we do the next budget we are going
to have, in effect, assumng all three marital masters get
converted to judges, we are going to have an additional $363, 000
in the judicial salary line itemand benefits.

MR. GOODNOW If we could foresee that all three marita
master positions were to be converted to judicial vacancies and

then fill -- and then approved by this Commttee, and then
nonm nated by the Governor and confirmed by the Executive
Council, yes. But the way the budget buil ding process works is

in the past, at |east, we have not specul ated that positions
w || becone vacant. We have tried to deal with positions that we
know wi I | becone -- will be vacant.

CHAI RVAN KURK: Thank you. Further questions? Thank you
agai n.

MR. GOODNOW Thank you.

CHAI RMAN KURK: |Is there a notion on item nunber (6)?

*x SEN. D ALLESANDRO Mve the item

CHAI RMAN KURK: Senator D Allesandro noves the item
seconded by Representative Eaton. Questions? There bei ng none,
are you ready for the question? If you're in favor, please
i ndi cate by saying aye? Qpposed? The ayes have it and the item
i s approved.

*** [ MOTI ON ADOPTED}

HON. EDW N KELLY, Administrative Judge, Crcuit Court, New
Hanpshi re Judi ci al Branch: Thank you very mnuch.

VR. GOODNOW Thank you.

(7) Chapter 275:1, Laws of 2015, Departnent of
Corrections; Budget Footnote on Accounting Unit 8236:
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CHAI RVAN KURK: Turn now to item nunber (7) on the agenda,
Fi scal 16-049, request fromthe Departnment of Corrections for
aut hori zati on of a 100% General Fund appropriation for an
addi ti onal $509,500 for prescription drug expenses to cover
projected shortfalls for the remainder of the State Fiscal Year.
Is there sonmeone fromthe Departnment who can answer questions?

HELEN HANKS, Assistant Conm ssioner, Departnent of
Corrections: Yes.

CHAI RMVAN KURK: Good nor ni ng.

M5. HANKS: Good norning, M. Chair, and Honorabl e Menbers
of the Commttee. My nane is Helen Hanks. |'mthe Assistant
Comm ssi oner for the Departnment. I'mgoing to try to talk | oud.
I"'msuffering froma cold and | appreciate your patience with ne
today. Wth nme is Paula Mattis, the Director of Medical and
Forensi c Services.

CHAI RMAN KURK: I f you'll speak closer the m crophone, you
can speak nore softly because your voice will be anplified.

M5. HANKS: Thank you.

CHAl RVAN KURK: There were a nunber of questions that folks
had on this. Wwo would like to go first? Representative
Rosenwal d.

REP. ROSENWALD: Thank you, M. Chairman. Good norning. Can
you just please tell nme how often in the past Fiscal, during
this Fiscal Year, Nal oxone has been admi nistered within a prison
facility?

M5. HANKS: Certainly.

PAULA MATTIS, Unit Director, Division of Mdical and
Forensi c Services, Departnent of Corrections: Thank you. W have
this Fiscal Year adni ni stered Nal oxone once.
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M5. HANKS: And, to clarify, that one tinme was at one of
our transitional housing services which is what we had feared
because of their community access.

CHAI RVAN KURK: Fol | ow up.

REP. ROSENWALD: Fol l owup. So | ask that because you said
you need to deploy it at the prison facility. And so |I'm curious
how sonebody woul d get narcotics into the prison and be able to
over dose.

M5. HANKS: Happy to -- unfortunately, happy to answer that
guestion. W had a changed policy and practice. As an exanple
recently, sinply in our mail procedure, individuals who were
i ntroduci ng the contraband of Suboxone by nelting the product
down, coloring over the product, and getting it into our
facility. We actually had to ban colorings comng into the mail
which is really unfortunate to fam lies whose children are doing
it in honest, forthright and sending it in and they woul d take
t hat product and abuse it behind the walls. That's one exanple.

Contraband conmes into our facilities, prison facilities
nationally through visiting rooms. W are certainly surveilling
those visits, but they do get creative about how those
substances get into our facilities. And, in addition,
individuals will carry it internally in their bodies if they
know they're going to receive a parole violation. They'l
swal | ow a bag of heroin or Fentanyl and we won't know they
ingested it until, unfortunately, they' re having -- they're
usi ng the product and we have to respond. Those are just sone
exanpl es of how contraband enters the facility.

CHAI RMAN KURK: | believe you canme before this Committee
before and asked for, | think, a mllion and a half dollars for
addi ti onal nedi cal expenses. And we were told at that tinme that
that was your |ast request for the year, and now we have anot her
request.

M5. MATTIS: Yes, thank you. That was the | ast request for
that particular class for those nedical and dental expenses
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which were primarily provider paynents. The request before the
Committee today is sinply for pharnmaceuticals.

CHAI RMVAN KURK: And that was not included in your prior
request ?

M5. MATTIS: That's correct.

CHAI RMAN KURK: Let's tal k about funding this rather than an
addi tional appropriation fromour State Surplus, if there is
any, for finding the noney in your budget. You have a huge
amount of noney which you're spending on overtinme. You saved
sone noney because of |ower electric rates, |ower-priced
utilities in terns of fuel and so forth. Why can't you sinply
ask for a transfer of funds fromother itens? | can't believe
that you're going to wind up the year with a zero | apse.

M5. HANKS: We have | ooked at other budget |ines across the
whol e of the Departnent and we have had sone very significant
unantici pated events that have occurred. Mst recently, we had a
transfornmer fail and we had to -- we don't have funds to pay
t hose vendors. W are bringing the invoices and working with
Adm n Services on the result of that. W are |ooking at all of
t he budget |ines and having to deal with the overtinme issue
within the Departnent. W do fear we may be at a break-even
point for the Departnent at the end of the Fiscal Year. So we're
wat chi ng every penny we're spending and it's unfortunate we're
here today because of that.

CHAI RMAN KURK: My understanding is we have a constitutiona
obligation to provide a mninmal |evel of nmedical and
phar maceutical services to inmates. Are you providing that
m ni num | evel or are your standards higher than that m ni num
[ evel, miniml constitutional |evel?

M5. HANKS: We are providing the mnimal constitutiona
| evel of care.

CHAI RMVAN KURK: Coul d you get nme sone evidence that that is
the case? That is to say that whoever provi des your services,
JOINT FISCAL COMMITTEE

March 18, 2016



49

you contract out sone of the nedical and pharnmaceutica

services, that they are -- they are not follow ng the sane
standards that one m ght get in a hospital, in a |local hospital,
but they're providing constitutional mniml services, nedical
and dental, excuse ne, nedical and pharmaceutical services to

i nmat es.

M5. HANKS: Yes, sir. We will provide sone exanples to the
Committee that denonstrate the |l evel of care in a prison
facility versus you in the comunity.

CHAI RMAN KURK: Representative Wyl er.

REP. WEYLER: Thank you, M. Chairnman. How often are people
in transitional housing drug tested?

M5. HANKS: They're drug tested on a daily basis, and
there's a m ni mum nunber of tests that have to occur. A m nimum
doesn't nean we don't do nore than that. There are at |east ten
testings that occur at each site in a day.

REP. WEYLER Fol | ow up.

CHAI RVAN KURK: Fol | ow up.

REP. WEYLER: Was this person that had to have the Narcan
injection imediately sent back to the prison?

M5. HANKS: Yes. That individual actually needed
hos -- excuse ne, I'msorry, | think | have a fever --
infirmary | evel of services and was remanded behind the walls
for substance use treatnent.

REP. WEYLER: Thank you. Thank you, M. Chair.

CHAI RVAN KURK: M. Lyons of the Departnent of Corrections
testified in support of a bill that would have banned drone
overflights for a variety of reasons. Do you have any reason to
think that narcotics or other substances have been droned into
t he prison?
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M5. HANKS: We do suspect that individuals were attenpting
to use drones to drop such contraband. W don't have evi dence
of that. But we have concerns and there is information
nationally denonstrating that drones are the new nethod in which
they' re droppi ng contraband into prison facilities.

CHAI RMAN KURK: So have you taken any neasures to nmake sure
t hat these drones are not successful ?

M5. HANKS: Yes. Qur perineter and security, if they
identify a drone, we | ock down the facility imrediately, get the
clients out of the yard, and then we surveil. W certainly don't
shoot the drone down, but we have sone staff that are highly
notivated to want to do that. But we control and we do not |et
i ndi viduals out until we surveil the property to nake sure
not hi ng has been dropped.

CHAI RVAN KURK: Have you thought about consulting the
Departnment of Justice as to whether you have the legal right to
destroy the drone?

M5. HANKS: W are in consultation with | egal counsel on
what we can do, absolutely. Thank you.

CHAI RMAN KURK: Thank you. Further questions? Discussion? |
have a problemw th this request. It may be that at sone |ater
date in the year we -- this has to be approved, but |I would |ike
to -- 1 wuld like to think that there is enough noney that
woul d otherwi se |lapse in a variety of accounts so that this does
not need to be approved at this tine. | just offer that as an
opinion. I'mnot -- I'mnot ready to spend $500, 000 additi ona
doll ars for pharmaceuticals for the prison at this tine but
Represent ati ve Eaton

REP. EATON: | guess | have to ask. Are we placing you,
thereby placing us, in legal jeopardy or litigation jeopardy if
this isn't approved?
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M5. HANKS: |If we run out of funds and cannot purchase
pharmaceutical s and we do not have the neans within the existing
depart mental budget, yes.

REP. EATON: Fol | ow up.

CHAI RVAN KURK: Fol | ow up.

REP. EATON: What's your tineline for being out of funds?

M5. HANKS: [|f the Conmttee wants to either table or
decline the itemtoday, we have approximately, | believe, and
"Il look to Paula to respond, two nonths' worth of funding to
continue to pay for those. And I would add that the Departnment
spent $2.3 million last year and our funding was not on par with
that so we knew we would be at a deficit.

CHAI RMAN KURK: Senator Forrester.

SEN. FORRESTER Go ahead. Go ahead.

CHAl RVAN KURK: Senator D Al |l esandro.

SEN. D ALLESANDRO As | understand it, there's a particul ar
i ndi vi dual who's involved and to foll owup on Representative
Eat on, does this place that individual's life in jeopardy and

does -- does that responsibility fall upon the State, you know,
based on the constitutional right of this individual to
receive -- to receive care even though that individual is

i ncar cer at ed?

M5. HANKS: Yes, we have individuals who are neeting the
threshold for intervention for Hepatitis Ctreatnent; and if you
do not allow us to buy the pharmaceuticals, we will need Bl ack
Law statenment individual will suffer adverse nedical outcones.

CHAI RMAN KURK: Senator Forrester.

SEN. FORRESTER: Thank you, Conmm ssioner. | seemto recal
during the budget process we had a discussion about this -- this
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particular type of medication for the Hep C and that you were
directed at that tinme to conme to Fiscal if you needed the funds
for this; is that correct? Do | renmenber that right?

M5. HANKS: That is correct.

CHAl RMAN KURK: Further discussion. |Is there a notion?

*x SEN. D ALLESANDRO | nove the item

SEN. FORRESTER: Second.

CHAI RVAN KURK: Moved by Senator D All esandro, seconded by
Senator Forrester. Discussion? There being none, you ready for
the question? Al those in favor please indicate by saying aye?
Opposed?

CHAI RVAN KURK:  No.

SEN. PRESI DENT MORSE: No.

REP. VEYLER: No.

CHAI RVAN KURK: May | see a show of hands. Al those in
favor, please raise your hand. Those opposed? The notion carries
5-4.

*** [ MOTI ON ADOPTED}

M5. HANKS: | thank you Menbers of the Commttee and
appreci ate your patience and concerns as expressed today, and
I"'mgoing to put nyself to bed now

(8) Chapter 276:29, Laws of 2015, Departnent of
Transportation; Transfer of Funds:

CHAl RVAN KURK: We turn now to agenda item (8), Fisca
16- 037, request fromthe Departnment of Transportation for
aut hori zation to transfer $35,000 between Turnpi ke Fund accounts

and cl asses through June 30'", 2016. |Is there a notion?
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*x SEN. D ALLESANDRO Move it.

CHAI RMAN KURK: Senator D Al l esandro noves, seconded by
Representati ve Weyl er. Discussion? Senator Little?

SEN. LITTLE: No.

CHAI RVAN KURK: Are you ready for the question? All those
in favor, please indicate by saying aye? QOpposed? The ayes
have it. The itemis approved.

**% {MOT| ON ADOPTED}

CHAI RVAN KURK: W turn now to 16 -- Fiscal 16-050, a
request fromthe Department of Transportation for authorization
to establish a non-budgeted class and transfer $289, 000 in
Federal funds in and anmobng accounting units through June 30'"
2016. Is there soneone fromthe Departnent of Transportation who
coul d answer a question? Ha, our favorite duo.

MR. HERLIHY: | will attenpt to answer the question. How s
t hat ?

CHAI RVAN KURK: Coul d you identify yourselves for the
record.

MR, HERLIHY: | don't knowif | want to get too close to
this m crophone now. Again, nmy nane is Patrick Herlihy, Director
of Aeronautics, Rail, and Transit at the Departnent of

Transportati on.
MS. MJULLEN: And Marie Mullen, Director of Finance.

CHAI RMAN KURK: Thank you. This is -- basically is for
canmeras and ot her security devices at State-owned facilities.

MR. HERLI HY: Yes.

JOINT FISCAL COMMITTEE

March 18, 2016



54

CHAI RMAN KURK: But it's really for the benefit not of the
State, but of the one user of those facilities, the bus conpany.
So why is it that it's the State that is buying this equi pnent

when it's the tenant, so to speak, who needs it and wants to use
it?

MR. HERLI HY: Thank you for the question, Representative
Kurk. | would argue that it's not only for the benefit of the
term nal operator, but it's for the benefit of the citizens of
the state and the travelling public as well to nmake sure that
their vehicles are safe and secure and they are safe and secure
within a Park and Ride facility.

CHAI RMAN KURK: But this only applies to those Park and Ri de
facilities which have bus termnals.

MR. HERLI HY: That's correct, because the funding we have is
fromthe Federal Transit Adm nistration. It can only be used
for facilities that have transit services.

CHAI RMAN KURK: So | understand we are only going to protect
those citi zens who use buses and not citizens who use non-bus
Park and R des?

MR. HERLI HY: The non-bus Park and R des are not in ny
purview, and we'd certainly be glad to put caneras up if you'd
i ke them

CHAI RVAN KURK: Ni ce shot.

REP. EATON: Very wel | done.

CHAI RVAN KURK: Seriously, why can't the bus conpany pay for
this?

MR. HERLIHY: Well, we originally anticipated doing that.
Well, the bus conpany wasn't going to pay for it. They operate
the facilities for us. They maintain the facilities, but the
facilities are ours. W own them The equi pnent in those
facilities are ours. W own them Wat we originally planned on
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doi ng was passing the noney through our contracts with those
term nal operators and have themdo all the specs and the bids
and all that work.

Subsequent to that, our Transportation System s Managenent
and Operation Bureau that operates our Transportati on Managenent
Center where all this -- all the data woul d be received and fed,
is also doing the sanme exercise converting their canmeras al ong
t he hi ghways and bridges fromanalog to digital which is what we
are doing here. They asked us for the sake of having a standard
way to do this, and all the specifications to be the sane that
we woul d just piggy-back onto their project. That's why we
wanted to transfer the noney. W would still own the caneras,
even if we went through the term nal operators. W would just
have them do the work, but instead we are going to piggy-back on
a contract that TSMO already has to do this on behalf of the
St at e.

CHAI RMVAN KURK: Thank you. Further questions? There being
none, thank you agai n.

MR. HERLI HY: Thank you. That was better than the last tine.

CHAl RVAN KURK: |s there a nption?

*x REP. EATON. Mbve.

CHAI RMVAN KURK: Moved by Representative Eaton, seconded by
Representati ve Weyl er that we approve Fiscal 16-050. Further
di scussi on or questions? There being none, are you ready for
the question? Al those in favor, please indicate by saying
aye? Opposed? The ayes have it and the itemis approved.

*** {MOTI ON ADOPTED}

CHAI RMAN KURK: We turn to Fiscal 16-051, another request
fromthe Departnent of Transportation for authorization to
transfer $255, 100 between H ghway Fund accounts and cl asses
t hrough the end of this Fiscal Year. |Is there a notion?
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*x REP. WEYLER Mbve to approve.

CHAI RVAN KURK: Representative Wyl er noves to approve,
seconded by Senator D Allesandro. Discussion? Questions? There
bei ng none, you ready for the question? All those who are in
favor, please indicate by saying aye? Qpposed? The ayes have
it and the itemis approved.

*** {MOTI ON ADOPTED}

MR. HERLI HY: Thank you agai n.

M5. MULLEN: Thank you.

(9) Chapter 276:143, Laws of 2015, Departnent of Health
And Human Servi ces; Transfer Anbng Accounts, and RSA
14: 30-a, VI, Fiscal Cormittee Approval Required for
Accept ance and Expenditure of Funds Over $100, 000 from
Any Non- St ate Source:

CHAI RVAN KURK: W turn nowto item-- agenda item (9),
Fi scal 16-057, a request fromthe Departnment of Health and Human
Services for authorization to begin a very significant new
program in rough nmeasure, $30 million for current biennium And
I"'mnot going to read all of the parts of this particul ar
request. And | want to thank the Conm ssioner and M ss Rockburn
for being available to answer questions.

MR. MEYERS: M. Chairman.

CHAI RVMAN KURK: Conmi ssi oner.

MR. MEYERS: [f it's helpful, | would just ask to take nmaybe
two minutes to just highlight three very inportant aspects of
what this is and what this is not, if that m ght be a hel pful
way to begin. Oherwise, I'd be happy to just answer questions
that the Conm ttee has.

CHAI RMAN KURK: You're certainly welconme to make that brief
present ati on.
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MR. MEYERS: Thank you. | want to nake three points. This
programis a denonstration project that does not repl ace
Medi caid and it does not change our State Plan. W are not
establ i shing new services in the State of New Hanpshire under
this waiver. This is a denonstration project only for a
five-year period. It sits on top of Medicaid, and it delivers
services that are not traditionally paid for or supported by
Medi cai d.

One exanple is that Medicaid does not pay for supported
housi ng, for exanple, for recovering drug addict that's com ng
out of a residential treatnent program or New Hanpshire Hospita
or another inpatient facility and going back into the comunity.
Medi cai d doesn't pay for that today. It will pay for it under
this waiver.

Secondly, this noney is not a grant. It's a
per f ormance- based award that has to be earned by the State of
New Hanpshire, particularly starting in year three. So CVS
recogni zed that in the first two years of the program for
Cal endar Year 16 and Cal endar Year 17 that we first had to
establish the delivery networks. These aren't new networks, by
the way. These are existing providers in the State of New
Hanpshire, but providers who are going to work together now in
new ways, who didn't work together before. So they can provide
services in a different way under a different paynent nodel.

So starting in year three, the noney has to be -- there's
some noney at risk; first 5% then 10% and lastly in the |ast
year 15% of the noney. And if the State doesn't neet certain
out cone neasurenents, we can tal k about those if you have
guestions, or if the delivery networks don't neet those
performance neasurenments, then we won't earn as much noney.

The third point I want to make is about the prograns and
t he out cone neasurenents. Those were not established upfront. It
was vital to the Federal Governnent, and we agreed that what we
establ i shed for prograns and what we established for outcone
nmeasurenments recei ve stakehol der input. And so this was designed
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for the State to conme forward as we have and in your packet is a
Power Poi nt presentation that describes our proposal. |'ve been
going across the State | ast week and this week, fromthe North
Country where | was |ast night, to Nashua and to the Seacoast
and so forthwith, ny colleagues at the Departnent, you know,

basi cal Iy tal king about our proposal. W are receiving public
comment now on the prograns and on the netrics that have been
proposed, but those won't be finalized until we get that public
feedback and we review it and then we submit it again to CVS

for -- for approval.

I"I'l make one nore point about the project and the netrics.
There will be sonme required projects and then there will be sone
optional projects. There will be required projects because
there are going to be netrics the State has to establish in
order to keep earning the noney. W want to ensure that these
delivery networks are working in the areas that are the focus of
the waiver in terns of capacity building for behavioral health,
i ntegration of behavioral health with primary care and these
care transitions that | referred to a nonent ago. And then on
the nmetrics, we've proposed a series of netrics that | can
hi ghl i ght when we get to that point in the conversation and we
are getting very good feedback about that now.

Clearly, there are local conditions that will influence
sone of the optional projects that the delivery networks will be
allowed to go forward with, and so we want to nmake sure there's
flexibility there. Not all of this is fully cooked yet, if you
will, because we want to ensure that there's local input so that
this noney addresses | ocal needs, which can vary fromthe North
Country to the Seacoast and to the Monadnock Regi on and so
forth. So that's what |'lIl say at the beginning, and I'Il stop
there and |I' m happy to answer any questions that you have.

CHAI RMAN KURK: Thank you, Conm ssioner. Questions from
Menbers? So you want ne to start? Okay.

First, will this noney be used to acquire any physica
assets? And, if so, who owns them
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MR. MEYERS: No. This noney cannot be used for -- well, with
one exception. Largely, no, this noney can't be used for capital
expenditures. W can't buy beds. W can't build buildings. The
very limted exception to this rule is IT infrastructure. So we
recei ved approval under the ternms of our waiver to spend up to
65% of the first year nonies, so about $19% mllion to do what
we call a capacity building. So that once the delivery networks
are identified, which we hope to be by July 1 or thereabouts,
that 65% can go out right away so that these networks can start
pl anning for the delivery of the services and they can create
the I T connections that may be needed anong thensel ves in order
to be able to track the patients and track the outcone measures
and so forth. So to train staff, to cross train staff, that is
referred to | oosely as capacity building funds. There will be
sone limted perm ssible purchase of IT equi pnent in order to do
this program

CHAI RVAN KURK: Not the full 19 mllion?

MR. MEYERS: No, no, no, no. | don't know what the budget is
going to be yet for that. That will be devel oped.

CHAI RVAN KURK: Second question. This program assunes that
certain budget expenses continue. For exanple, the $20 mllion
nur si ng hone fundi ng. What woul d happen if --

MR. MEYERS: You tal ki ng about our Medicaid budget for
nursing services?

CHAI RVAN KURK: Nunber 8, Page 3, County Nursing Hone
Medi cai d Services, $20 million of which you're getting --

MR. MEYERS: Oh.

CHAI RMAN KURK: -- credit for 10 mllion. Let's assune in
t he next budget we zero that out. We shift the entire burden to
the Counties and the State -- and the Block G ant and so the
State is not going to take -- nake any of these paynents. Wat
happens?
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MR. MEYERS: Yeah. Nothing. It won't affect the waiver
because the noney that we're matching is not being natched
today. There are County expenditures for Medicaid-eligible
patients taking place at County-owned and run nursing homes that
have never been matched by Medicaid and that's the -- that's the
noney that we are getting matched now. So the State Budget
doesn't inpact that.

CHAI RMAN KURK: Ckay. Let's assunme the Counties decide to
get out of the nursing hone business because they're not
mandat ed to provi de nursing hones.

MR. MEYERS: Yes.

CHAI RMVAN KURK: And snmarter Counties are recognizing there's
a lot of noney to be saved by getting out of that business.
Let's assune that there's not enough noney in that |line? What
happens?

MR. MEYERS: Well, what we would do is CVM5 is able to match
any health care. They are willing to consider, | should say,
mat chi ng any State or |ocal health care expenditure. So if for
some reason in year two the Counties, as you say, got out of the
nursi ng home busi ness conpletely and were spending zero dollars
so that that -- that pot of noney, if you will, was not
avai |l abl e anynore for match, we would | ook at other County
expenditures that are health related. W would | ook at |ocal
heal th expenditures, like city welfare office expenditures and
so forth, and other health spending in the State of New
Hanpshire that woul d be otherwi se consi dered for match

CHAI RMAN KURK: So you're saying, in effect, that no matter
what happens to the State Budget you will be able to find
sufficient expenditures that qualify for the Federal match?

MR. MEYERS: | would phrase it a little bit differently. |
woul d say that, you know, clearly, we would ook to identify
ot her sources of funds of health care spending that are now not
eligible for match that are being nade at the State and | oca
| evel for match. For exanple, what if in the next budget Genera
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Fund spending for the Governor's Conmm ssion on drug and al cohol
abuse is increased? Let's just say for the sake of discussion
it's increased by a mllion dollars fromwhat it is today. |
can then go back to CM5S and say we've got sone additional
CGeneral Fund spending that's now not matched. Can we match that
now and that woul d be considered for the match.

CHAI RMAN KURK: So this program could grow or shrink
dependi ng upon the --

MR. MEYERS: W are not anticipating it's going to grow.
What we are going to do is nanage it to naintain the $30 mllion
| evel over the five-year period. That's the authorization |evel
t he Governnment has granted.

CHAI RMAN KURK: Let's assune that at sone future tine the
Legi sl ature decides that the outcones are not worth the
i nvest nent.

MR. MEYERS: The Legislature or the Governnent?

CHAI RMAN KURK: The Legi sl ature decides this.

MR. MEYERS: Yes, yes.

CHAl RVAN KURK: Can we get out of the programor if we
accept the first year's noney are we |ocked into the five-year
pr ogr anf?

MR. MEYERS: No, no, we are not |ocked into the five-year
program The item before you, as you' ve nentioned, is only for
funds that woul d otherw se be avail abl e under the waiver for
this bienniumthat we are in today. And | recogni ze the
Departnment will have to conme back before the Fiscal Committee in
the future for accept and expend with respect to funds in the
next biennium So there's nothing in the approval that |ocks us
in. The programcould be -- it's a denonstration project so it
coul d be ended earlier.

JOINT FISCAL COMMITTEE

March 18, 2016



62

CHAI RVAN KURK: Ckay. Your subm ssion says you're going to
put this programin the budget for 18-109.

MR. MEYERS: 1'Il let the CFO address why.

M5. ROCKBURN: Right. To clarify that, Fiscal only has the
approval to accept within the current biennium So our plan
woul d be during our next 18-19 agency phase of the budget, we
woul d have the discussion really with Adm n Services and the
Governor's Ofice. But what we've normally done for grants is
include themas part of the standard 18-19 request which we've
done in prior years with grants.

MR. MEYERS: Right. So these would go, stand corrected if
I"'mwong, these would be in a line for the acceptance of
Federal funds in the next budget process.

CHAI RMAN KURK: Thank you. 'l relinquish ny time for
ot hers.

REP. WEYLER Representative Barry.

CHAI RMAN KURK: Representative Barry.

REP. BARRY: Thank you, M. Chair, and thank you for com ng.
MR. MEYERS: Good norning, Representative. Thanks.

REP. BARRY: Question about retroactivity. Wy we being
asked to approve this retroactively?

MR. MEYERS: The Federal approval of that waiver was
effective on January 5'" and so there's some adnin expense that
started being incurred at that point. W hired a consultant to
hel p devel op the proposal. W want to be able to be able to use
wai ver funds so we can rei nburse General Funds that were used
for that expense.

REP. BARRY: Thank you. Second questi on.
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CHAI RMVAN KURK: Fol | ow up.

REP. BARRY: No, different question.

CHAI RVAN KURK: Sur e.

REP. BARRY: Help us with the outconme neasurenments you said
you tal ked about.

MR. MEYERS: Sure. |If you | ook on Page 24 of the Power Poi nt
presentation, we can spend a nonent on that. The page
nunbers -- it's black and white. | apologize, but they're on
the top right. So, for exanple, let ne just give a few exanples
and if there's anything that you'd like to question
particularly, I'mhappy to address those.

We know today that there's a crisis in hospital energency
departnments across the state on any given day and | get an
e-mai | about 8 o' clock every single norning that | | ook at very
carefully that identifies for ne the nunber of individuals, both
children and adults, who are waiting for adm ssion to New
Hanpshire Hospital or another designated receiving facility. So
given the fact that we are trying to focus $30 mllion a year on
i ncreasi ng capacity, and increasing community supports, and care
transitions and so forth for behavioral health, one of the
out cone neasurenents that we want to |l ook at for a statew de
metric is a reduction in readm ssions of individuals with
co-occurring behavioral health conditions and the reduction of
i ndi viduals who are awaiting for adm ssion for inpatient
servi ces at New Hanpshire Hospital. That's very inportant to us.
And | can go through all of these if you like ne to, but that
will give you an idea about what we are focusing now.

CHAI RVAN KURK: Representative Barry, do you have a
fol | ow up?

REP. BARRY: No, | don't.

CHAI RMAN KURK: Representative Wyl er.
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REP. WEYLER: Thank you, M. Chairman. |Is this the first
time we're neasuring these things, the readm ssions and so
forth?

MR. MEYERS: No. | nean, we've been tracking this for sone
time. But we're measuring now in a different and new way because
we are trying -- as | said, this is a denobnstration project.
This is a project that the Secretary of Health and Human
Services of the United States has determined is worthwhile, and
they' re maki ng an i nvestnment in New Hanpshire to see how we can
achi eve better outcones for individuals with behavioral health
chal | enges. And so there are new ways of | ooking at and tracking
and nmeasuring outcones given the focus that we are trying to
apply here. Because what we are doing is -- is standing up new
ways of delivering service and sone new services that are not
now bei ng provided by our Medicaid program

REP. WEYLER: | bring up that question because | rarely see
out cones fromthe Departnent. Thank you.

MR. MEYERS: Ckay.
REP. BARRY: | do have --

CHAI RMAN KURK: Representative Barry.

REP. BARRY: Thank you. Just the one. Has the Departnent's
Comm ttee of Health and Human Services seen this presentation
this proposal, and agreed to it?

MR. MEYERS: Have they agreed to it? | presented on it in
front of them It was not submitted for a vote.

*x REP. EATON: Mbve approval.

CHAI RVAN KURK: Not quite.

REP. EATON: It was worth a shot.
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CHAI RMAN KURK: Are you in a position to give us a detailed
list of the outcomes, the outcone neasures that you're
proposing, A, for the State, and that you would antici pate and
urge the various IDNs to conme up with? And I ask that because
you're asking us to nake a $150 -- a $150 mllion conm tnent,
admittedly $30 million in the first phase.

MR. MEYERS: Right.

CHAI RMAN KURK: And it sounds fromthe reading like it's al
process. What are we getting for my $150 million in taxes?
That's what this is. W're taking $150 million, it happens to be
Federal, so it's ny left pocket rather than ny right pocket, but
we're spending 150 million Federal dollars and you haven't told
us what we're going to get fromthis.

MR. MEYERS: Well, | would differ with that
characterization. We are telling you in this. W' ve held ten
sessions around the State of New Hanpshire explaining to
providers and to the public what role this waiver is going to --

CHAI RMAN KURK: Commi ssioner, |'mnot talking about outputs.
I"mtal ki ng about out cones.

MR. MEYERS: And | amtal king about it, too. So what | said
at the outset | want to repeat again, because maybe | wasn't
cl ear. W have not established as of today every single outcone
nmeasure that is going to be used for this program because the
CGovernnment requires that we get |local input into those outcone
nmeasures, and that's the process that we're engaged i n today.
The -- | can distribute to you a nore detail ed paper that's
about this thick that is out there for public coment today as
wel |l and that includes a nore detailed analysis of sonme of the
proposed out cone nmeasurenents. And | think I have that -- |
think I have that with ne and | can leave it with the LBA

CHAI RVAN KURK: That woul d be very hel pful, and any ot her
detail ed suggestions, for exanple, that you m ght have with
respect to what sone of these IDN's are going to cone up with
for outcone neasures.
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MR. MEYERS: Right.

CHAI RVAN KURK: For $150 million | thought -- | would hope
that we are getting sonmething nore than reduced tines for
servi ces being provided.

MR. MEYERS: Yeah.

CHAI RVAN KURK: So - -

MR. MEYERS: | do want to nention, if | may, that we are
hol di ng an additional public information session on this program
in Concord and it's -- |I've got to get back to you on the date.
But we're doing it from2 to 4 in the afternoon on a Minday so
t hat individuals who m ght not otherw se have been able to

attend any of these sessions can attend as well. It's going to
be held, | believe, at either our auditoriumat Brown or up at
the Public Health auditoriumon Hazen Drive, and |I'l|l nake sure

the Commttee is notified of that time and date.

CHAI RVAN KURK: Thank you. Representative Barry.

REP. BARRY: Thank you, M. Chair. G ven the fact that
this is retroactive, you're asking for information, and you're
asking us for approval and there's considerable information that
we haven't had a chance to review, if we table this notion would
it slow down your inplenmentation of it?

MR. MEYERS: It would absolutely not only slowit down, it
woul d inpair our ability to nove forward. There's an opioid
crisis in the State of New Hanpshire, Representative, and this
noney is going to be used. W are trying to get this noney out
as quickly as we can so that these networks are able to start
delivering services this year.

One of the statewi de projects that we're requiring is an
i ntegrated nodel of health care, including a behavioral health
honme or opioid health hone so that these new networks can start
delivering services to people who are inpacted by the crisis in
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New Hanpshire. And so | would strongly -- 1'd be very concerned
if this were delayed at all.

CHAI RMAN KURK: Commi ssioner, | thought you were already in
the process of inplenmenting this? You schedul ed neetings, not
just public information neetings. You' re having these | DN groups
get together.

MR. MEYERS: Right, right, and that's the required process.
W are targeting to get the noney out on the streets starting
July 1°', but we can't do so if this continues to be del ayed. W
can't start claimng -- the process of claimng the funds from
the Federal side. |'ve got a whole other process to go through
on the Federal side to be able to access funds, and | can't
start that process until | get approval to accept and expend on
this end.

CHAI RMVAN KURK: | appreciate that, but you're asking us to
make a commitnent. You submitted a docunent which we,
obvi ously, haven't read, and | certainly amnot in a position to

vote in favor of this w thout knowi ng what |'m buying -- what
I'mgetting for ny $150 million. And if that delays it for a
month, |I'msorry; but | have a responsibility to know before I

vote on what the outconmes of this are going to be. That is ne
personal | y. Senator Forrester.

SEN. FORRESTER: Thank you, Comm ssioner. |, as you know, |
attended the one presentation you did.

MR. MEYERS: Yes.

SEN. FORRESTER: My understanding --

MR. MEYERS: Yes.

SEN. FORRESTER: -- that this noney we are tal king about
here is solely for planning. |It's not standing up any services.
| didn't think services, fromwhat |I recall the other night,
woul d actually start a year or two from now.

JOINT FISCAL COMMITTEE

March 18, 2016



68

MR. MEYERS: No, absolutely not. No. The services are
starting this Cal endar Year and that's the conm tnent we have
made. | think |I said at the session that the Federal Governnent
wanted us to take a year to do the planning process, and we
pushed back and said no. W have an opioid crisis in New
Hanpshire. We are trying to inplenent our Community Mental
Heal th Agreenent. W have a nunber of capacity issues and
Substance Use Disorder services in the State of New Hanpshire,
and the Governnment is allowing us to go forward. | -- you know,
this would have a material inpact on our ability to nove this
programforward if this were delayed a nonth. And the Comm ttee
wi Il take whatever vote it takes, but the Departnent woul d
certainly not favor any delay in this.

CHAI RMAN KURK: Representative Barry.

* % REP. BARRY: |I'd make a notion to table.

CHAl RVMAN KURK: |s there a second?

REP. WEYLER: Second.

CHAI RMVAN KURK:  Moved by Representative Barry, seconded by
Representative Weyler that we table this. Are you ready for the
guestion?

REP. ROSENWALD: Rol | call, please.

CHAl RVAN KURK: Roll call. Clerk will call the roll. The
notion is to table.

SEN. FORRESTER: Coul d we have a second?

CHAI RMAN KURK: We'll stand in recess for three m nutes.

(Recess taken at the 12:03 p.m)

(Reconvened at 12:11 p.m)
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CHAI RMAN KURK: Committee wll cone out of recess. The
notion before us is to table by Representative Barry. Are you
ready for the question?

REP. ROSENWALD: Roll call, please.

CHAI RMAN KURK: Rol | call has been requested. Clerk wll
call the roll on the notion to table it.

REP. WEYLER: Representative Kurk.

CHAI RVAN KURK: ' Yes.

REP. WEYLER Representative Eaton.

REP. EATON: No.

REP. WEYLER Representative Wyl er votes yes.
Representative Barry.

REP. BARRY: Yes.

REP. WEYLER Representative Rosenwal d.

REP. ROSENWALD: No.

REP. WEYLER: Senator Forrester.

SEN. FORRESTER: Yes.

REP. WEYLER: Senator Little.

SEN. LITTLE: Yes.

REP. WEYLER: Senator Mbrse.

SEN. PRESI DENT MORSE: Yes.

REP. WEYLER: Senator D All esandro.
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SEN. D ALLESANDRO No.

REP. WEYLER: Vote is 6 to 3.

CHAI RMAN KURK: Six having voted in the affirmative, three
in opposition, the notion carries. This will be tabl ed.

*** [MOTI ON TO TABLE ADOPTED}

CHAI RMAN KURK:  We will bring this up at a Special Meeting
to be held Friday, April 8" at 10 o' clock and that will be the
subj ect of this. Conm ssioner, can you make sure that you notify
us of that Concord session?

MR. MEYERS: | do. | believe it is Monday the 28" from2 to
4 in the afternoon, and | just need to confirmthe | ocation, and
Il will do so today. So an e-mail will go out to everybody. W'l
post it on our website as well.

CHAI RMAN KURK: Senator Forrester.

SEN. FORRESTER: Thank you, Conm ssioner. Just so everyone
under st ands, the Comm ssioner said that this -- we could do this
and come back on April 8'" and this wouldn't cause any concerns.
| think it's inportant for sone of the folks on this Commttee
who haven't seen the presentation get their questions answered.
| think that's legitimte so | appreciate the conprom se.

MR. MEYERS: Understood, and thank you for your support.

CHAI RVAN KURK: One ot her point the Comm ssioner nentioned
was that the approval needs to be retroactive to the origina
January date.

MR. MEYERS: January 5.

CHAI RMAN KURK: Thank you, Conm ssi oner.

MR. MEYERS: Yep
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CHAI RMAN KURK: M ss Rockbur n.

(10) Chapter 276:198, Laws of 2015, Departnent of Safety;
Transfer Anmbng Accounts:

CHAI RVAN KURK: W now turn to -- we now turn to item (10)
on the agenda, Fiscal 16-054, request fromthe Departnent of
Safety for authorization to transfer $124, 660 in Federal funds
wi thin accounting units through June 30'", 2016. |Is there a
noti on?

** REP. EATON: Mve approval

CHAI RMAN KURK: Representative Eaton noves. Senator Little
seconds the approval of 16-054. Are there questions?
Di scussion? Are you ready for the question? Al those in
favor, please indicate by saying aye? Qpposed? The ayes have
it and the itemis approved.

***  {MOTI ON ADOPTED}

CHAI RMAN KURK: There is -- there are informational itens
before we get to the audits. And | do have a question on the
Departnment of Health and Human Servi ces Dashboard, unless the
Comm ssioner has already left. He has.

SEN. D ALLESANDRO |'m not sure he has gone that far. M ss
Rockburn is here. Ch, there --

CHAI RVAN KURK: On t he Dashboard. Comm ssioner, could you
answer sone questions about the Dashboard?

MR MEYERS: OF course, we could. Sure.

CHAI RMAN KURK:  Okay. First, let me thank you for the
Dashboard. It is an inproved version of what's happened in the
past .

MR. MEYERS: Ckay, thank you.
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CHAI RMAN KURK: The English | anguage expl anation at the
begi nni ng was very hel pful. However, that has led to sone
guesti ons now you can understand it.

MR. MEYERS: Sure, sure.

CHAI RVAN KURK: Sununu Youth Services Center. There seens to
be an understandi ng by the Departnent that's different from at
| east mine with respect to the Center. My understanding is that
the funding for the Center nmust be reduced by $1.7 nmillion in
this Fiscal Year. It's not a question of saving a mllion seven
hundred t housand sonewhere el se in the budget. The
statute -- the specific section of the statute that dealt with
this requires that the funding, the appropriation for this
Departnment be reduced. It's not a question of saving noney. It's
a reduction of --

MR. MEYERS: Right.

CHAI RMAN KURK: -- 1.7 this year and | believe it's 3.5 next

year.
MR. MEYERS: O 3.4, right.

CHAl RVAN KURK: But that's not what | read your statenent to
say. And |I'm concerned that there's going to be a problem You
seemto say the Departnent anticipates that the reduction wll
be fromfunds that would ot herw se |apse, and | don't understand
what that neans.

MR. MEYERS: Well, and maybe there's a m sunderstandi ng that
we need to clarify. If, in fact, the budget, House Bill 2,
states that we have to reduce the operating line by that anmount
of noney, then that woul d pose a significant issue for "16. In
that case, if that's in fact what the budget says, and |I'm not
di sputing that, then we would | ook sonmehow to be able to restore
that. | don't know how we continue to cut on a facility that was
budget ed for about 35 or 40 youth to be there. W've got now an
average census of 70 youth and with increasing staff
requirenments in order to sustain coverage appropriately for 70
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youth and so |I'm concerned about that. It's been ny intention to
cover the 1.7 with | apse.

CHAI RVAN KURK: But | think that is not what the statute
requires you to do. And if you need to have the statute changed,
I"msure you'll figure out a way to do that. But, in the
neantine, I'd |ike to suggest that you consider what at | east
was di scussed by the fol ks who in the House who devel oped that.

MR. MEYERS: Yes.

CHAI RMAN KURK: You consider privatizing. Excuse nme, not
privatizing but consider outsourcing these individuals to other
institutions. | understand that there are a |lot nore of them
than you had anticipated and we're not quite clear why that's
happeni ng.

The other thing that you m ght consider doing is |ooking
very carefully at the educati on expenses which are astronom ca
on a per pupil basis, both in terns of the salaries paid to the
i ndi viduals, the nunmber of pupils that they actually tutor or
have in cl asses.

MR. MEYERS: Correct.

CHAI RVAN KURK: And that there are significant reductions
that could be made in that area and still live within the
budget. I'mjust bringing this up because the Dashboard
represents a very different interpretation of what | thought the
statute said

MR. MEYERS: | understand, and I'll go back and we will
address that. | will note for the record that | think the reason
the census has virtually doubled is due to the fact that we've
changed the age of npjority and that's the inpact that it's
havi ng.

CHAI RMAN KURK: That certainly plays a role, but there's
al so a question of the nunber of judicial referrals for the
under 17 group and how that has changed.
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MR. MEYERS: That nmay be a factor as well, yes.

CHAI RMAN KURK: Representative Eaton.

REP. EATON: He just answered what | wanted. Thank you.

CHAI RMAN KURK: That was the question that | had on that.
Are there other questions on the Dash Board? There being none;
t hank you, Comm ssi oner.

MR. MEYERS: Thank you.

(11) M scell aneous:

(12) Information Materials:

CHAI RVAN KURK: Are there any other questions from Menbers
about any of the other informational materials? Good. W now
turn to the audits.

AUDI TS:

CHAI RMVAN KURK: The first one is fromthe Public Wilities.
It's on the Public Wilities Commi ssion, its Financial Audit for
the nine nmonths ended March 31°', 2015. Chair is delighted to see
M. Smth again.

MR. SM TH. Thank you, M. Chairman. Again, for the record,
Steve Smth, Director of Audits for the LBA. This is the Public
Utilities Comm ssion annual financial -- excuse ne -- Financial
Audit Report for the nine nonths ended March 31%'. Pam Veeder is
joining ne at the table. She was the Audit Manager on this job.
And al so representing the Comm ssion is our Chairman, Martin
Honi gberg and Executive Director Debra Howand. [|'Ill turn over
to Pamto wal k you through the audit.

PAM VEEDER, Senior Audit Manager, Audit D vision, Ofice of
Legi sl ati ve Budget Assistant: Good afternoon, M. Chairnman,
Menbers of the Commttee. For the record, ny nane is Pam Veeder.
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As Steve said, we're here this afternoon to present the results
fromthe financial audit of the Public Uilities Conm ssion for
the nine nonths ended March 31, 2015. My plan is to use the
Tabl e of Contents to give you a quick tour of the report,

foll owed by a summary of each of the eight audit comments. The
Table of Corments is -- Table of Contents is at Roman |. And as
you can see, the report starts with the intro section that

provi des sonme background on the Comm ssion and al so incl udes our
Audit Objectives and Scope, followed by the Constructive Service
Comment s section which holds the audit comments.

There were seven Internal Control comments, none of which
were considered material weaknesses and one Conpliance coment.
And as indicated by the star on the Conpliance coment, that
comrent suggests |legislative action nmay be required.

As noted in the response that follows, each audit conment
in the body of the report, there was full concurrence with six
of the eight comments, and | will circle back to those conments
in just a bit.

The next section in the Table of Contents is the financial
section that holds the Independent Auditor's Report, also called
the Auditor's Qpinion. Also includes the financial statenents,
of course, notes and schedules. The Audit Scope included two
opi nion units; the Governnental Fund used for those anounts
accounted for in the General Fund, and the Fiduciary Fund used
for those anobunts accounted for in the Electric Assistance
Program Utility Fund.

Qur opinion on the CGeneral Fund financial statenent
presentation was qualified due to the absence of a bal ance
sheet. And our opinion on the Electric Assistance Program was
unqual ified, also comonly referred to as a cl ean opinion.

In the |l ast section on the Table of Contents is the current
status of the audit findings fromour 2003 financial audit of
the Commi ssion and that is |ocated at the Appendix. And if you
woul d turn to the Appendi x now, you will see a high degree of
resolution of the prior findings with eight fully resolved and
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one substantially resolved. And we do comrend t he Conm ssion on
its attention to a resolution of those prior findings.

Now i f you would flip back to Page 6 for the start of the
current audit conments. One thing I do want to note before |
nove into the findings is that overall we found the Comm ssion's
financi al operations to be organized, controlled, and generally
i n good shape.

Okay. Now into Cbservation No. 1. This Cbservation speaks
to the need for the Comm ssion to establish a formal risk
assessnent process supported by policies and procedures. And
whil e the Comm ssion enploys informal risk assessnment procedures
as described in the Observation, we recomend formalizing the
process due to the -- due to the critical nature risk assessnent
can play in managi ng operations.

On Page 7 is Cbservation No. 2 that applies to the
Comm ssion's Energy Efficiency Fund, a non-Iapsing special fund,
a dedicated fund that accounts for the proceeds fromthe
Regi onal Greenhouse Gas Initiative auction and the distributions
of those proceeds to the utilities. W recommend policy and
procedure be established to support tinely requests for
i ncreases to appropriations whenever auction proceeds exceed the
budget ed amount .

At the bottom of Page 7 is Cbservation No. 3 on the review
of the annual utility assessnent. And while we found no
significant issues with the Fiscal Year 15 utility assessnent,
we do recommend the Commi ssion evidence its review and approval
controls over the conpilation and publication of that annual
assessment .

oservation No. 4 is over on Page 8 and recomends written
policies and procedures to enhance and strengthen a
reconciliation control activity.

On Page 9 is Qobservation No. 5 that recomrends the
Comm ssion consult with the Departnent of Adm nistrative
Services to determ ne whether certain energy efficiency and bil
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payi ng assi stance program established by or in Conm ssion orders
and admi nistered by the utilities should be included in the
State's financial reporting. The financial reporting decisions
comng fromthat review should be deliberate, aligned with
financial reporting standards and the deci si on docunent ed.

Over on Page 11 is Cbservation No. 6 on the Statenent of
Fi nancial Interests required to be filed under RSA 15-A And we
noted that there were several individuals associated with the
Comm ssion's adm nistratively attached organi zations that did
not file the statenents. W recommend the Comm ssion advi se and
rem nd those organi zations of the filing responsibilities.

oservation No. 7 starts on Page nunber 12. And as you can
see by the title and the response, this Cbservation is directed
toward the Departnent of Adm nistrative Services.

During the 2014 legislative session RSI -- RSA 21-1 was
anended effective August 2014 directing the Departnent to assi st
agencies wth the preparation of financial statenents for audit
pur poses. The Commi ssion audit was the first financial audit
initiated after the effective date of the change to the statute.
The end result was that the Departnent was unable to provide the
Comm ssion with the assistance necessary to prepare a ful
financi al statenent presentation. And to help ensure a better
outcone in the future, we reconmend the Departnent of
Adm ni strative Services establish a franework to be used to
assi st those agencies under audit with the preparation of a
conpl ete financial statenent presentation. The framework shoul d
pronote the efficient preparation of the statenent and rel ated
i nformati on and shoul d be conprehensive and consistently
prepared and presented by the agency under audit.

Last Qoservation is on Page 15, and it's the single
Compl i ance Cbservation. Based on our reading of RSA 6:12-b which
is included in the paragraph -- second paragraph of the
Qobservation, we believe the exclusion of the Electric Assistance
Program from t he bi enni al operating budget runs counter to the
statute. W& recommend the Conm ssion either include the program
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in the budget or take steps to have the statute anended. And
that finishes the Qobservations and conpl etes our presentation.

I would like to thank the Comm ssion for the help and
cooperation received during the course of this audit, with
speci al thanks to Chairman Honi gberg, the Executive Director
Debra Howl and, and the business office of Eunice Landry, Debbie
G I man and Tanya Wayl and. Their assistance was very hel pful to
the process and we certainly appreciate it. Thank you, also, to
you, the Conmttee, for your tine and we'd be happy to take any
guesti ons.

CHAI RMAN KURK: Thank you. Can we hear now from
Comm ssi oner? Good norni ng or good afternoon, sir.

MARTI N HONI GBERG, Chairman, Public Utilities Conm ssion:
Good afternoon, M. Chairman, Menbers of the Cormittee. Martin
Honi gberg, the Chairman of the Public Uilities Conmm ssion. To
nmy right is Debra How and, our Executive Director, and behind nme
a fewfeet is the head of our business office, Eunice Landry. |
want to thank Ms. Veeder, M. Smith, and the rest of the people
who were on-site during the audit. Everyone was very
prof essi onal and patient through expl anations and the exchange
of information. | really want to praise Mss Landry for how wel |
she interacted with her own staff throughout this process and
interacted with M ss Veeder and her people during the course of
the audit.

One of the other people before you said none of these
operations work without quality people running them and hel pi ng
to run them Mss How and, Mss Landry, are really outstandi ng
representatives of that group of enployees within our state. So
we were pleased with how the Audit proceeded and the results of
the Audit showi ng that actually our processes are in fairly good
shape.

There are a coupl e of docunentation issues and we concur.
I think the first finding that's referenced there is the risk
assessnment one and it is a coincidence but not an unexpected
coi nci dence that there were presentations fromthe LBA to
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Comm ssioners regarding ri sk assessnent processes, and at
roughly the sane tinme we | earned we were going to be the subject
of an audit, walked into Mss Howl and's office and said we need
to start this process right now And so it is we are in the
process of documenting places where the noney conmes in, where it
m ght go out. W don't handl e that much noney oursel ves. |
under st and exactly what the concerns are and are worki ng on

t hose.

Wth respect to the other findings, | think the docunent
| argely speaks for itself. The two areas in which we disagree,
one is a disagreenent really about the content of the finding,
not so nmuch the recomendation. The recommendati on to consult
with the Departnent of Adm nistrative Services we concur with
them We will be consulting with Adm nistrative Services
regarding that finding. | think it mght be nunber five.

The | ast one we disagree on the interpretation of the
statute. Qur witten explanation, | think, explains it fully,
but we would refer you to a vetting of the issue before the
Fiscal Committee in 2001, Attorney Ceneral's letter that we have
saying that we are in full conpliance with the statute and two
Audi ts subsequent to that taking no issue with our -- with our
6: 12-b and how that noney has been accounted for. But, again, it
was a very respectful disagreenent about what's required. To the
extent |egislation would be appropriate in that, in our view, it
woul d be to repeal that, the rel evant provision, because it
woul d no | onger have any effect given the way that fund was
est abl i shed and has been adm nistered. And | thank you again for
the opportunity to speak and we'd be happy to try to answer any
guesti ons.

CHAI RMAN KURK: Thank you. Representative Wyler is
recogni zed for a question

REP. WEYLER: Thank you, M. Chairman. Comm ssioner, | tend
to follow the advice of the Performance Audit and Fi nanci al
Audi t section on reconmendations for |egislation, and | get
guestions fromny constituents about why they have all these
extra charges. And | was involved in the early phases of the
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El ectrical Assistance Program which | believe at the tinme was
all going to lowincone people. | was surprised sonewhat |ater
how nmuch it was going to these energy saving things which |

t hi nk happened subsequently. But suppose one of ny constituents
wants to know, so what are the effects of this Electrica

Assi stance Progran? Were is the noney going? How nany peopl e?
How many in ny county and so on are getting hel ped by this? How
many in ny town are getting helped by this? Were would they go
for that kind of information if it's held by the power conpany?

MR, HONI GBBERG There's information, a report that's
publ i shed on our website annually regardi ng the Energy
Assi stance Program | don't know how nuch granularity there is
in the detail report.

MS. HOANLAND: It has all the nunbers.

MR. HONI GBBERG County by County?

M5. HOALAND: Yes, there's an appendi x town by town.

REP. WEYLER: There is an appendi x town by town. This
information is avail able whether or not | put it in the budget,
is that what your point is? Thank you very much.

CHAI RMAN KURK: Representative Barry.

REP. BARRY: Thank you, M. Chair. | have a simlar
guestion, but it's alittle -- 1 don't knowif it's something
that could be audited. As you go through and you approve grants
and di sburse the noney, is there an accountability followup to
make certain that the grants were spent the way you wanted them
to and that the results that were proposed have actually
happened?

MR. HONI GBBERG There are a nunber of different grant
prograns that are run through the Public Uilities Conm ssion.
The | argest one is done through the renewable -- or not the
| argest ones -- are done through the Renewabl e Energy Fund. Most
of the work in the past regarding grants with Renewabl e Energy
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Fund has been upfront docunentation of the plans. There's only
alimted ability to go out to see how $2, 000 rebate may have
been applied to an installation. The larger grants get nore
review on front and on the back end. W are in the process of
review ng, as we always are, our various grant and rebate
prograns and are putting in place for one of the |arger prograns
a slightly different process where the goal would be to get
approval s quicker. No noney goes out until actual work is done,
but there will be nore follow up and nore oversight of the work
as it's being conpl eted.

REP. BARRY: Fol | ow up.

CHAI RVAN KURK: Fol | ow up.

REP. BARRY: Is that information avail able on your website
of those prograns that you have reviewed and the results from
it, the outconmes fromthe noney spent?

MR. HONI GBBERG There's, again, an Annual Report on the
performance of the Renewabl e Energy Fund. There are nacro,
| arge, high-level nunbers associated with the nunber of
Renewabl e Energy Certificates that are generated, what happens
with those RECs, how those interplay with the State's Renewabl e
Portfolio Standards and the Alternative Conpliance Paynents that
are made. There is sone follow up on individual projects where
you can | earn about those projects and what becane of them And
I"mtrying to renenber what's in the last report. But |arger
projects you will find nore information about in that report.
Smal | er rebate prograns, the 2,000, $3,000 rebate prograns are
not reported in any detail. They're consolidated, in other
wor ds.

CHAI RVAN KURK: Fol | ow up.

REP. BARRY: Let nme try the question again. Wat |['m
| ooking for are data that says we spent a certain anount of
noney on the Renewabl e Energy and Energy Efficiency Prograns and
the outcone is that the energy usage has gone down or the cost
of energy has gone down overall.
JOINT FISCAL COMMITTEE

March 18, 2016



82

MR, HONI GBBERG Yeah, we have actually hired soneone from
UNH or used sone grant noney to do that to try and docunent
that. We generate certain |evels of data and our Sustainable
Energy Division maintains records of each of the projects, the
si ze, how many negawatts are bei ng generated by the Renewabl e
Energy Program the effect, what percentage of total usage that
represents within the state. | don't think we currently are
including that in any report, but we use that information
regularly before the Science, Technol ogy and Energy Committee in
the House and its parallel in the Senate. So we certainly have
that data that we can share with you, if you'd like.

REP. BARRY: So that data, that's sonething that was
consi dered as part of the Audit to see what the performance of
the -- of the grant proposals were or grantings were?

MR. HONl GBBERG | believe the answer to that is no, that was
not sonething that was part of the scope of the Audit.

REP. BARRY: Thank you.

CHAI RMAN KURK: Furt her discussion? There being none.
Furt her questions? Thank you so nuch.

MR. HONI GBBERG Thank you, M. Chairman.

CHAI RVAN KURK: We need not take any action on this because
we' ve al ready done so.

REP. WEYLER: We al ready approved it.

CHAI RVAN KURK: W' |l now turn to the next Audit. This is
t he Managenent Letter for the Lottery Conm ssion for Fiscal Year
ended June 30'", 2015. M. Smith will stay with us and we wel cone
menbers fromthe Lottery Conmm ssion.

MR. SM TH: Thank you, M. Chairman. Here to present the
Managenent Letter, which was related to the 2015 Lottery CAFR
is JimLaRi viere who was the Audit Manager on-the-job and al so
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Director McIntyre on behalf of the Conm ssion and Lynda Pl ante,
Adm ni strator.

CHAI RVAN KURK: Thank you. Good afternoon.

JAMES LARI VI ERE, CPA, Senior Audit Manager, Audit Divi sion,
Ofice of Legislative Budget Assistant: Good afternoon, M.
Chai rman, and Menbers of the Commttee. Again, for the record,
nmy nane is JimlLaR viere, and we're here to present the 2015
Lottery Managenent Letter, a by-product report of our Audit of
the Lottery's Financial Statenents for the Fiscal Year ended
June 30'", 2015,

The Lottery's Financial Statenents, including our Audit
opi nion, was presented to the Conmttee at the January 22"°
neeting. The report contains four Audit findings, three Interna
Control Comments, none of which are categorized as nateria
weaknesses, and one State Conpliance Coment.

As noted in the asterisks on the Table of Contents for the
State Conpliance Comment suggests |egislative action nay be
required. W al so obtained the responses for two of the
findings, No. 2 and 3, from State Treasury as a result of their
role in those issues. State Treasury concurred with those
comments as well.

The relatively | ow nunber of findings in this report is
reflective of the Lottery's continuing efforts to nmaintain and
devel op strong controls. The (Qbservations begin on Page 3.

observation No. 1 discusses an ongoi ng probl em which the
Lottery has had with its internal security system during Fiscal
Year 2015. The Lottery reports there have been no security
incidents that resulted as a result of the faulty system W
were informed | ast week that the Lottery had had that system
repaired.

oservation No. 2 on Page 4 highlights the need for the
Lottery to establish policies and procedures for tracking prize
rei nbursements. On April 28'" 2015, the Tri-State Lottery Joint
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Venture had wired $200,000 to a State of New Hanpshire State
Treasury account, and New Hanpshire Lottery did not record the
recei pt of these funds until Septenber 2015. This apparently
resulted fromthe Lottery not tracking the outstanding

rei mbursenent request and the Tri-State not effectively
notifying New Hanpshire Lottery that they had wired the funds,
and State Treasury not initially recognizing the Lottery was the
i ntended recipient of those funds. W recommended that the
Lottery should identify and better track the receipt of prize
rei mbur senents.

bservation No. 3 starts on Page 5 and notes that $300 of
interest credited to the Lottery funds on deposit wth the State
Treasury during Fiscal Year 2015 did not appear to correlate to
the 5.8 mllion nonth end average bal ance on deposit. RSA 284,
Section 21-J, directs the interest received on Lottery funds to
be credited to the Lottery fund. We recommend the Lottery
request State Treasury to credit the Lottery fund with the ful
amount of interest earned on the Lottery's bal ance on deposit at
State Treasury.

Wiile State Treasury generally pulls the State's cash, that
shoul d not prevent interest frombeing credited to speci al
funds.

Qoservation No. 4, our final comment, is a State Conpliance
Comment. It identifies what could be considered conflicting
statutes relative to the paynent of retail er comm ssions. W
reconmended that the Lottery seek to have the statute
appropriately anmended if it's determned to be in their best
interest. And we understand Senate Bill 444 relative to the
Lottery retailer incentive awards has been introduced via to
this end.

Behind the tab on Page 9 is the Appendi x which reports the
current status of the Fiscal Year 2014 Managenent Letter
(bservations. As noted in the table at the bottom of the page,
one of those comments was fully resolved and two of the comrents
were substantially resol ved.
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This concludes ny remarks. |'d like to thank the Lottery's
Executive Director, Charlie MlIntyre, and the Lottery staff for
t he assistance they provided during the Audit. M. Chairman, 1'd
like to thank you and the Committee as well, and 1'd also like
to turn the presentation over to the Lottery Executive Director
Charlie McIntyre, for any conments he has with your perm ssion.

CHAl RVAN KURK: Thank you, sir. And, M. Mlintyre, it's good
to see you.

CHARLES MCI NTYRE, Executive Director, New Hanpshire Lottery
Comm ssion: You as well, M. Chairman. So I'd like to thank
Director of Audits, Steve Smth, Bill Mtchell, the other LBA
staff, as well as JimLaRiviere. This was a col |l aborative
effort. To that end, it is never adversarial with us, and
certainly we appreciate their efforts in this regard. | believe
the | ow nunber of findings, particularly as relates to
operational matters that relate to the Lottery, is a suggestion
t hat our collaborative effort actually works.

So with me is our Deputy Director, Lynda Plante, who
manages the day-to-day functionality of the Audit and the Audit
engagenment. So |I'd like to thank her as well publicly. And M.
Chai rman and to Menbers of the Commttee thank you and | ook
forward to questions you may have.

CHAI RMAN KURK: Thank you. That was rather brief.

MR. MCI NTYRE: Lunch hour.

CHAI RMAN KURK: Are there questions from Menbers of the
Comm ttee? Sonething nust be going well at the Lottery
Conmi ssi on.

MR. MCI NTYRE: Thank you, sir.

CHAI RVAN KURK: There bei ng no questions, thank you very
much, gentlenen. We appreciate this.
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REP. WEYLER W have accepted the report and placed it on

file.

CHAI RMAN KURK: Right. W do not need to take further
action? M. Kane, | understand you have an announcenent.

MR. KANE: | do. | have a request, please. Good afternoon.
"1l be quick.

For the record, ny nane is Mchael Kane, the Legislative
Budget Assistant. 1'd like to request the Commttee's authority
to fill the Adm nistrative Assistant position at the Audit

Division. Haley, our forner Adm nistrative Assistant, recently
| eft and she's actually a big part in putting these reports
together and conpiling themso | would ask for your approval.

*x REP. VEYLER So nove.

CHAI RMAN KURK: |If we don't approve, we are not going to get
the reports. | got it.

Representati ve Wyl er noves approval, seconded by
Representati ve Eaton. Discussion? There being none, you ready
for the question? Al those in favor, please indicate by saying
aye? (Qpposed? The ayes have it and the request is approved.
Thank you, M. Kane.

MR. KANE: Thank you.
*** L MOTI ON ADOPTED}

CHAI RVAN KURK: Qur next neeting will be at 10 o' clock on
April 8" followed by -- the neeting on April 8" will deal with
the Health and Human Services matter. And then our regular
meeting will be on April 15'" at 10 o'clock to deal with other
busi ness that cones before us. Is there anything else to cone
before us? M. Kane.

REP. EATON: Are they all at 10 a.m?

JOINT FISCAL COMMITTEE

March 18, 2016



CHAI RVAN KURK: They're both at 10 a.m, yes, not at 9 a.m,
Representative. That being said, we stand adjourned. Thank you
all very nuch.

(The nmeeting adjourned at 12:44 p.m)
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CERTIFICATION

1, Cecelia A Trask, a Licensed Court Reporter-Shorthand, do
hereby certify that the foregoing transcript is a true and accurate
transcript from my shorthand notes taken on said date to the best of
my ability, skill, knowledge and judgment.
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